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WEDNESDAY, JUNE 23, 1954 


Houser or REPRESENTATIVES, 
CoMMITTEE ON MercoHantT MARINE AND FISHERIES, 
e Washington, D. C. 


The committee met at 10 a. m., Hon. Thor C. Tollefson (chairman) 
presiding. 

The CHaiRMAN. The committee will come to order for consideration 
of S. 3233, the so-called 50-50 bill. 

(The bill referred to is as follows: 


[S. 3233, 83d Cong., 2d sess 


AN ACT Toamend the Merchant Marine Act, 1936, to provide permanent legislation for the transportation 
of a substantial portion of waterborne cargoes in United States-flag vessels 


Be it enacted by the Senate and House of Re pre sentatives of the United States of 
America in Congress assembled, That section 901 of the Merchant Marine Act, 
1936, as amended, is herebv amended bv inserting ‘‘(a)”’ after “Sec. 901.”’ and 
by adding at the end of the section the following new subsection: 

bb) whenever the United States shall procure, contract for, or otherwise obtair 
for its Own account, or shall furnish to or for the account of any foreign nation 
without provision for reimbursement, any equipment, materials, or commodities 
within or without the United States, or shall advance funds or credits or guarantee 
the convertibility of foreign currencies in connection with the furnishing of such 
equipment, materials, or commodities, the appropriate agency or agencies shail 
take such steps as may be necessary and practicable to assure that at least 50 
per centum of the gross tonnage of such equipment, materials, or commodities 
(computed separately for dry bulk carriers, dry cargo liners, and tankers), which 
may be transported on Ocean vessels shall be transported on privately owned 
United States-flag commercial vessels, to the extent such vessels are available at 
fair and reasonable rates for United States-fiag commercial vessels, in such manner 
as will insure a fair and reasonable participation of United States-flag commercial 
vessels in such cargoes by geographic areas: Provided, That the provisions of this 
subsection may be waived whenever the Congress by concurrent resolution or 
otherwise, or the President of the United States or the Secretary of Defense 
declares that an emergency exists justifying a temporary waiver of the provisions 
of section 901 (b) and so notifies the appropriate agency or agencies. Nothing 
herein shall repeal or otherwise modify the provisions of Public Resolution 
Numbered 17, Seventy-third Congress (48 Stat. 500), as amended.” 

Passed the Senate June 15 (legislative day, June 11), 1954. 


Attest: J. Mark Tri E, Secreta 4. 


The CHarrMan. We have a number of witnesses. I note that 
Admiral Denebrink is here. I think we can take judicial notice of 
the fact that he is a busy man. We do not want to keep him tied up 
any longer than is necessary, so I will call Admiral Denebrink first 
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STATEMENT OF VICE ADM. FRANCIS C. DENEBRINK, UNITED 
STATES NAVY, COMMANDER MILITARY SEA TRANSPORTATION 
SERVICE 


Admiral Denesrinkx. I am Vice Adm. Francis C. Denebrink, 
USN, commander, Military Sea Transportation Service. Iam appear- 
ing before this committee as the representative of the Department of 
Defense on the subject of Senate bill 3233 

The publicized basic purpose and intent of this bill is to enact into 
permanent legislation the requirement that at least 50 percent of 
foreign-aid-type cargoes be transported in American-flag ships and 
to insure that American shipping shares in the right to carry materials 
purchased abroad with United States Government funds. However, 
as originally worded and as amended and passed by the Senate, the 
bill goes far beyond this publicized intended purpose, in that its 
applicability as presently worded may be interpreted to extend to 
military equipment, materials, and commodities required for direct 
support of our Armed Forces overseas. Enactment of the bill could, 
therefore, result in serious impairment of the ability of the Depart- 
ment of Defense to fulfill its national defense responsibilities. 

The Department of Defense, after reviewing the bill as amended 
and passed by the Senate, finds it necessary to hold to its basic posi- 
tion of opposition to S. 3233. This position is based primarily upon 
consideration of the wording of the bill which provides that 


whenever the United States shall procure, contract for, or otherwise obtain for 

wh account * * * any equipment, materials, or commodities, within or 

t the United States, * * * at least 50 per centum of the gross tonnage of 

quipment, materials, or commodities (computed separately for dry bulk 

urriers, dry cargo liners and tankers), which may be transported on ocean vessels 

shall be transported on privately owned United States-flag commercial vessels, 

to the extent that such vessels are available at fair and reasonable rates for the 

ovement in United States-flag commercial vessels, in such manner as will insure 

a fair and reasonable participation of United States-flag commercial vessels in 
such cargoes by geographic areas 


Without qualification, this provision may be considered to be 
applicable not only to foreign aid cargoes but also to all military 
equipment, materials and commodities procured for use by the 
Department of Defense and the military departments and shipped 
overseas for support of ow military forces So interpreted, this 
provision which guarantees at least 50 percent utilization of privately 
owned United States-flag commercial vessels by geographic area could 
result in placing severe restrictions upon military control over the 
movement of supplies, equipment, and petroleum products required 
in worldwide support of military operations 

The position of the Department of Defense with respect to the 
necessity for military control over all the facets of military operations 
has been reiterated time and again in testimony presented before 
congressional committees Ocean transportation is one of the most 
important elements in military logistic support. The Department of 
Defense must retain the authority and means to assure the continua- 
tion of this support to the United States forces, wherever and when- 
ever they are deployed It is for this reason that the stated Depart- 
ment of Defense policy to use privately owned and operated vessels to 
the maximum practicabli extent 1s qualified by the phrase “consistent 


rrilit 


with 1 itarv requirements.’ his provision msures that the final 
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course of action with respect to military operations will be predicated 
primarily upon a military evaluation of the situation then existing 
and will be determined by the agency charged with the responsibility 
for the success of those military operations. 

It is conceivable that, under broad interpretation, the provisions of 
this bill could be so far reaching as to apply to the movement of sup- 
plies, equipment, and petroleum products in fleet naval auxiliaries 
supporting the combatant forces of the fleet. 

The proposed bill would prevent the Department of Defense from 
utilizing shipping required to be under its custody and control until 
after commercial space had been utilized to meet as least 50 percent 
of the military requirements, thus relegating both MSTS and fleet 
auxiliary ships to the position of augmenting the privately owned 
merchant fleet, and tending to place the responsibility of assuring the 
success of military operations overseas in the hands of the commerical 
shipping industry. 

The movement of military cargo requires more than a consideration 
of shipping capability from the standpoint of available numbers and 
tonnage of ships. Speed of movement, flexibility of operation, pecu- 
liarities of the area of operation and the nature of the cargo are among 
those factors which dictate the vessel characteristics and degree of 
military control required in the movement of military cargoes. 

The Department of Defense continues to be dependent upon the 
United States merchant marine to provide the shipping capability 
required to meet a large part of its ocean transportation effort. The 
necessity for a strong American merchant marine capable of serving 
as a naval and military auxiliary in time of war has long been recog- 
nized by the military services. Therefore, it is essential that the 
Department of Defense support the national policy to foster the 
development and maintenance of such a merchant marine. It is 
equally essential, however, that the Department of Defense retain 
sufficient freedom of action and authority to assure flexibility and 
mobility of operations to the degree required by the world situation 
and our worldwide commitments. 

The bill is also objectionable from the standpoint of considerations 
of economy and the efficient management of appropriated funds. 
The bill has no provision whereby the Department of Defense, to 
which funds are appropriated for military transportation purposes 
would have a voice in the determination as to whether or not rates for 
United States-flag commercial vessels were ‘‘fair and reasonable.’’ En- 
actment of this legislation could, therefore, result in the unnecessary 
expenditure of funds appropriated for military purposes. The Depart- 
ment of Defense will in the future continue to support the American 
merchant marine to the maximum practicable extent, as it has done 
in the past. However, prudent management dictates that the Depart- 
ment’s appropriations for transportation expense should not be misap- 
plied to directly subsidize commercial shipping interests. 

The bill does provide that the provisions of section 901 (b) may be 
temporarily waived when it is declared that an emergency exists. 
While this proviso recognizes the need for shipping under military 
control during an emergency, it does not recognize the continuing 
need for a minimum amount of shipping under military control at 
alltimes. Furthermore, in order to be prepared to meet an emergency 
there should be within the Department of Defense an organization 
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which is experienced and familiar with the many problems involved 
in ocean transportation. Such an organization cannot be assembled 
overnight, either in the event of mobilization or as required to meet 
an emergency when it occurs 

The Joint Chiefs of Staff have stated unequivocally that it is essen- 
tial in the interest of national defense to provide, under one authority, 
in peace and war, for the control, operation, and administration of 
ocean transportation for the personnel and cargoes of all agencies 
and departments of the Department of Defense. The Military Sea 
Transportation Service was established for this purpose on August 2, 
1949. 

The Joint Chiefs of Staff have further determined that there must 
be under the control of the Military Sea Transportation Service a 
nucleus fleet comprising those transports, cargo ships, tankers, and 
specialized types of ships in sufficient number: 

1. To carry out current logistic needs of the military departments 
which cannot be met by commercial interests, 

2. To provide immediate capability to meet an emergency, and 

To provide an adequate base for necessary expansion to meet 
immediate or mobilization requirements in support of approved plans 
for national defense. 

In the interest of national security, the Department of Defense is 
opposed to restrictions, which would adverse ly affect its control of 
military logistic support, including ocean transportation. The impli- 
cations of the proposed bill, as presently worded, are such as to remove 
a vital element of that control from military mere tion. 

It is recommended that the proposed bill be reworded so that its 
applicability will be limited specifically to the shipment of foreign-aid 


materials and commodities and offshore procurement. As presently 
worded, the Department of Defense considers its provisions to be 
unduly restrictive. Further, legislation of such a restrictive nature is 


considered unnecessary in the light of the present Department of 
Defense policy of support to the United States private ae iritime indus- 
try, and the history of implementation of this policy by the Military 
Sea Transportation Service. This means of support to the private 
shipping industry by the Department of Defense will continue and 
will be expanded insofar as practicable consistent with military re- 
quirements and prudent management. Accordingly, the Department 
of Defense recommends the deletion of the words “or otherwise obtain 
for its own account” in line 8 of S. 3233. 

The CHarrMan. Line 8, page 1? 

Admiral Denrsrink. Yes. 

The CuHarrman. If that language is stricken, would the bill be 
acceptable to you? 

Admiral Denrsrink. If that language is stricken, the bill would be 
acceptable to the Department of Defense. 

The CuatrMan. In your statement I am glad to see the Department 
f Defense reiterates its views with respect to the value of an adequate 
American Merchant Marine privately owned. 

Could you tell us, Admiral Denebrink, the number of privately 
owned, or privately operated, American vessels that were used in the 
Korean conflict? Do you have any idea at all? 

Admiral Denerrink. I think the best statement that I can make 
capsule form is that as of August 1 of last year the MSTS fleet 
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achieved its greatest numerical strength. We had 602 ships in the 
MSTS fleet. We had at that time approximately 250 ships in our 
nucleus fleet and had in our commercial fleet 350 vessels. Of those 
350 vessels, 140 were general agency ships from the national defense 
reserve fleet, and the remaining 210 were privately owned and 
operated merchant ships from the American merchant marine. 

The CHarrMan. Those 210 under charter were operated by private 
concerns, were they? 

Admiral Denresrink. Those 210 were privately owned and operated 
and manned by American merchant seamen. 

The CuarrMan. With regard to World War II, do you heve any 
idea of the number of American-flag vessels that were used to carry 
material, men, and supplies to and from all theaters of war? I do 
not expect vou to be exact, of course. 

Admiral Drenerrink. I know that the shipping requirements for 
World War II required the construction in American shipyards of 
some 5,000 vessels. All American privately owned merchant ships 
were emploved, and I am confident that at no time did we have 
enough ships despite our large ship-construction program. 

I feel in discussing the Korean war I have not placed adequate 
emphasis upon the participation, or the contribution of the American 
merchant marine industry in citing the statistics that I did for a 
month’s breakdown. The Korean war was supported by the ocean 
transportation to the tune of 90 percent of the movement of all 
personnel and materials. All of this was done with American private 
merchant ships with the exception of the small nucleus of vessels 
which are in the nucleus fleet of MSTS. 

However, there were not enough privately owned American ships 
available during the Korean war, and this necessitated drawing upon 
the Government-owned merchant marine reserve fleet. These ships 
were taken out of mothballs, put under general agency agreements 
with private shipping operators and manned by merchant seamen, 
and they augmented our total fleet 

The Department of Defense recognizes more than any other depart- 
ment of Government, just in my opinion, its reliance upon an adequate 
merchant marine to be available both in peace and in war. I believe 
that the current performance and reliance of the private merchant 
marine supports that philosophy completely. 

do want to point out that we should not be restricted by perma- 
nent legislation with regard to the movement of cargoes by geographic 
areas, and other such language when, as I understand it, this bill 
had its genesis—and I may be wrong, but I have been so told—in 
providing permanent legislation for the transportation of foreign-aid 
cargoes and offshore procurement. 

The Cuarrman. I think perhaps vou are correct in that assumption 
that at least that was the chief motivating factor behind the introduc- 
tion of this legislation. 

I want to pursue just a little further the performance and the activ- 
ity of the American privately owned, or operated vessels, in time of 
emergency. I do not expect you to have the figures in mind with 
respect to World War I, but is it safe to say that during World War I 
we experienced much the same sort of activity on the part of the 
American merchant marine privately owned and operated as we did 
in World War II? In other words, we had to rely upon large numbers 
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of privately owned and operated commercial vessels to transport men 
and materials, and we had to have a hurried building program at the 
outbreak of the war to get a number of American vessels? 

Admiral Denesrink. In World War I, Mr. Chairman, the United 
States found itself with a relatively large coastwise ne and inter- 
coastal fleet. It had a very small fleet engaged 1 overseas trans- 
portation 

During World War I we had a similar construction program for the 
American merchant marine which my memory te Ils me resulted in the 
construction of some 1,200 merchant ships, popularly known as Hog 
Islanders, as remember. A great many of those ships were not avail- 
able until the end of the war. We had to rely a great deal, therefore, 
upon our allies to provide merchant shipping in World War I, and the 
foreign-flag ships augmented our American-flag coastal and inter- 
coastal vessels 

To go one step further back, at the time of the Spanish-American 
War we had virtually no American-flag merchant marine, and I am 
told that in the support of the Cuban operation there was only one 
American flag vessel used, and it was a passenger ship that had been 
converted to ‘duty as a hospital ship. So we have a continuing trend 
dating back to the Spanish American War. 

In this last Korean war we found ourselves in a favorable position 
because of the availability of a large reserve of World War II built 
ships 

The CHarrRMAN. Because I am interested in the American merchant 
marine, | am grateful to the Defense Department for its stated recog- 
nition of the value of the privately owned and operated American 
fleet. I think among the departments of Government, the Defense 
Department is the strongest advocate of a strong American fleet. 

[ have another question or two that I want to ask you. I want 
to ask you about the activities of the American vessels in World War | 
and World War II and the Korean war. Did the military have control 
over the operation of those privately owned and operated American- 
flag ships? 

Admiral Denesrink. I am not able to state with regard to the 
Spanish-American War. My reading of the operations of World War | 
indicate that the Army and the Navy between them operated a total 
of five separate organizations having to do with the movement of 
passengers and cargoes. The Army Transport Service had been estab- 
lished for some time and it was augmented. We had the Naval Over- 
seas Transportation Service. We had the cruiser and transport force, 
which was another Navy organization, and a large number of vessels 
were thus employed in World War I. 

In World War II the Army Transport Service and the Navy Trans- 
portation Service were expanded and augmented to handle their busi- 
ness. There was no such organization as the Military Sea Transporta- 
tion Service, however, in World War II. It came into being as the 
result of the need for it that was shown by the vacuum that existing 

World War II. 

The CuarrmMan. The thing that I really had in mind was this: Did 
these military organizations requisition all these private vessels, or 
were these private vessels operated under some charter arrangement? 

Admiral DeNnepBRINK. It is my understanding that the private 
merchant marine was taken over by requisition and they continued 
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to operate but under various governmental agencies such as the 
War Shipping Board and the Shipping Administration. 

The CHarrMan. That is all that I have. 

Mr. Bonner. I presume from the report that came with this bill 
from the Senate that you made the same objections to the Senate 
committee? 

Admiral DeNneBRINK. The bill that I testified to, Mr. Bonner, in 
the Senate was a different version than the bill which I understand 
is before you today. 

Mr. Bonner. This is the Senate bill. 

Admiral DrNnesrink. This is the bill as it passed the Senate. 
I testified, as the representative of the Department of Defense, against 
the bill in its original form. The bill was changed and some of the 
bill which was objectionable to the Department of Defense was 
eliminated. However, the bill as it finally passed the Senate, does 
contain the point which I wished to bring up before you today. 

Mr. Bonner. The same thing existed at the time you testified 
before the Senate? 

Admiral Dennsrink. That is correct. 

Mr. Bonner. This report, in commenting upon your objections 
before the Senate committee, states: 

He protested that “‘the bill contains no saving clause with reference to the 
national security * * * there is no stipulation for providing for liberalization 
of its terms even in the event of war or national security.” 

That does not hold true at the present moment, does it? 

Admiral Deneprink. No, sir. That had to do with some of the 
measures that were stricken out of the original bill, Mr. Bonner. 

Mr. Bonner. The report goes on to say: 

This objection has been met by the proviso, included in the bill as reported, to 
the effect that the provisions of the bill can be waived whenever the Congress by 
concurrent resolution or otherwise, or the President or Secretary of Defense 
declares the existence of an emergency justifying temporary waiver of the bill’s 
provisions, 

Admiral Denesrink. That is the way the bill is presently worded, 
and while I am familiar with the declaration of an emergency by the 
President of the United States—and I note that the present wording 
of the bill calls for a declaration of an emergency by concurrent 
action of Congress, or by the Secretary of Defense—I think that 
could be very unwieldy, Mr. Bonner. It is a matter of degree. 
How often are we going to have to go to the Secretary of Defense 
and get him to waive the provisions of this law if enacted? 

Mr. Bonner. I understand what you mean, but how often are we 
going to have to go to the Military Sea Transportation Service to 
get them to desist from competing with the American merchant ma- 
rine by, what we consider at times, unfair competition. 

Admiral Deneprink. Well, Mr. Bonner, I think that our efforts 
are not in competition with the American private merchant marine. 
I have testified repeatedly here that all of our effort is directed toward 
the maximum participation by the private merchant marine. 

Mr. Bonner. I understand your enthusiasm for the MSTS, I 
understand it and I admire you for it. I would probably have the 
same attitude as you if I were the chief in command of the MSTS, 
but in the interpretation of legislation I have always understood that, 
in addition to the wording and the language of the law, those ad- 








‘ WATERBORNE CARGOES IN UNITED STATES-FLAG VESSELS 


ministering the law go back to the debate upon the floor of the House 
and the explanation of the bill as shown in the report giving the intent 
of ( ongress. 

This clearly says that the President, in addition to the resolution 
by Congress; or the Secretary of Defense can temporarily waive 
provisions of the bill. Therefore, the language that you speak of on 
line 8 can be dealt with under the explanation of the bill as contained 
in the Senate report; is that not correct? 

Admiral Denesrink. Well, I presume anything can be dealt with, 
Mr. Bonner, but I think the use of the words there “to otherwise 
obtain for its own account”’ is not language that is needed for the basic 
reason of this permanent legislation, which is permanent legislation to 
move at least 50 percent of our foreign-aid programs or offshore pro- 
curement in privately owned American merchant ships. . However, 
that language, if it remains in the bill, is susceptible to interpretation 
that would require all commodities, all materials, all petroleum, all 
dry cargo purchased for the account of the United States to be con- 
sidered in the movement by Government vessels and American pri- 
vately owned vessels, and 1 think that it may cause a great deal of 
administrative headaches without going into the basic intent of this 
legislation. 

Mr. Bonner. Now, I think this report has taken into consideration 
your objections which were evidently verbatim to those that you have 
made today. The report further states: 

He further stated that “‘in the interest of national security, the Department of 

lefense cannot accept restrictions, actual or implied, which would adversely 
affect its control of military logistic support, including ocean transportation.” 
The committee, remembering the magnificent support given by the privately 
ywned merchant and tanker fleet in World War II, and during hostilities in Korea, 
s confident that the bill as reported, particularly with the emergency proviso, 
will not do what Admiral Denebrink feared the bill, as proposed, might do. 


As for his concern that the bill’s operation would ‘‘regulate both MSTS and fleet 
auxiliary ships to the position of augmenting the privately owned merchant 
fleet the bill, as amended, poses no such danger Indeed, under our private 
enterprise system, with an adequate merchant marine not only available but 
pitifullv inactive, the committee expects our MSTS fleet to do its utmost to avoid 
competing with our privately owned and operated merchant marine where urgent 
military needs are not involved and time is not necessarily of the essence. 


Now, | can understand your concern, but with this report, which I 
think is fair, and because of the provision having been made that 
military logistic supplies can be handled by vou, 1 just cannot see your 
great concern, 

Admiral Denesrink. I would like to amplify my concern. 

Mr. Bonner. Yes I know there is in that language some concern. 
What do vou suggest then in addition to what the Senate has already 
done? 

Admiral Denesrink. Well, as an alternative, I might suggest 
leaving in the words which I have recommended deleting so the 
language would remain “or otherwise obtained for its own account,”’ 
and then add the one phrase “excepting military supplies.”’ 

Mr. Bonner. Of course, that covers everything. Suppose we 
would say “excepting urgent military supplies’’? 

Admiral Denesrink. We are not talking about urgent military 
supplies, Mr. Bonner. We are talking about three separate categories 
where we have to have a bookkeeping system, and we have got to 


take drv bulk cargo, and we have got to take drv liner cargo, and we 
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have to take petroleum products, and we have to weigh all of these 
things and insure that 50 percent, at least 50 percent, of each of these 
categories by geographic area, has to be moved in privately owned and 
operated merchant vessels. 

Mr. Bonner. I honestly believe that the 50 percent that you would 
be permitted to move would be adequate to meet the contentions you 
make, after seeing the storage by national defense within the con- 
tinental boundaries and around the world wherever you operate. 
After seeing it, | do not think 50 percent will cover it. I have seen 
your Army, Navy, Marine Corps, and other warehouses running 
over, bulging, and I have seen outdoor storage. You cannot build 
warehouses fast enough to cover the materials that you ship to these 
areas. I believe that 50 percent would meet what vou anticipate. 

Admiral Denrsrink. I want to be extremely candid with you, sir 
so 1 would like to make this statement: At the present time, we are 
moving far more than 50 percent of our dry-bulk cargo in private 
American merchant ships. We are moving far more than 50 percent 
of our dry-liner cargo in private ships. Now then, we come to petro- 
leum. 1 have to run this operation, and I have to let you know my 
problem. We come up to petroleum and I have to move—I would if 
this bill were enacted—at least 50 percent of the Department of 
Defense's petroleum products in private merchant ships. Now, we 
operate some Government-owned tankers, and they are a bone of con- 
tention, as you gentlemen know, as well as 1. At the present time, 
more than 50 percent of my petroleum cargoes are moved in Govern- 
ment-owned ships. We did have, and we do have under consider- 
ation at the present time, a measure which would permit. the con- 
struction of 20 tankers by private capital and chartering them to 
MSTS, and that would permit us to lay up 37 of our Government- 
owned T—2’s, and when that situation would come about I would be 
in a position momentarily at least, of abiding by this new proposed 
law in the category of petroleum. But what do I find myself up 
against? I go before the House Armed Services Committee, their 
subcommittee, considering this tanker legislation, and the net result 
is that the subcommittee votes out an amended measure calling for 
the construction with Government money of these 20 tankers, so I 
want you gentlemen to know that I am in a difficulty. 

Mr. Bonner. Well then, from your statement you are more con- 
cerned about petroleum products than you are bulk cargoes. 

Admiral Denreprink. Yes, as of the moment, because if this law 
were passed as presently worded, I would have to lay up a certain 
number of my Government-owned tankers and charter private tank- 
ers, and that would be an added expense to the Government. You 
should know that it costs from a quarter of a million to $300,000 to 
put in reserve one ship, and that would be an added expense. 

Mr. Bonner. But your greatest concern is petroleum products. 

(Admiral Denresrink. That is as of the moment. There may be 
conditions where we might get over into the dry-cargo area, but we 
have consistently moved a higher percentage of dry cargo in private 
ships. My berth lines moved never less than 45 percent of my dry 
cargo. 

Mr. Bonner. Let me ask vou this: Was there not a time when the 
fleet was operated by coal? The private operators furnished collier 
transportation. 
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Admiral Denerrinx. Well, I think that I can help you there 
because I have coaled ships. 

Mr. Bonner. Does the Navy own its own coal colliers? 

Admiral Denesprink. The Navy owned a certain number of col- 
liers especially designed to expedite coaling large ships such as battle- 
ships. However, merchant colliers were also used in moving coal 
from one place to another. 

Mr. Bonner. Supplementary? 

Admiral Denesrink. Supplementary, in much the same fashion, 
Mr. Bonner, that the Navy has fleet oilers today to provide fuel for 
the fleet ships, and then I have these commercial type oilers for point- 
to-point distribution of the petroleum products 

Mr. Bonner. Fleet tankers are especially constructed? 

\dmiral DeneBrinK. They are adaptations or modifications. My 
tankers could not be used as a fleet oiler. The fleet oiler had additional 
equipment which makes it possible for them to fuel ships under way 
at sea, which my ships do not have 

Mr. Bonner. Does the Navy now have sufficient fleet oilers to 
supply its requirements? 

Admiral Denrsrink. I know that we have fleet oilers under con- 
struction now. We have four being built at the New York Shipbuild- 
ing Co. We have another being built at Quincy. With regard to the 
Navy’s needs for fleet oilers [ am not in an authoritative position. 

Mr. Bonner. With regard to the bill that the Armed Services 
Committee brought out to build 20 tankers outright by the Govern- 
ment, is that a combination tanker which serves as a fleet oiler and 
a carrier? 

\dmiral Denesrink. No, sir. That would bea purely commercial 
type tanker, sir. 

Mr. Bonner. That is all. 

Mr. Toutuerson. Do other members of the committee desire to ask 
questions? Mr. Ray? 

Mr. Ray. Yes. I do not understand what kind of things are cov- 
ered by this phrase which you would delete ‘‘or otherwise obtain for 
its own account”. 

Admiral Denesrink. The inclusion of the phrase, ‘or otherwise 
obtain for its own account’’, in my opinion would affect (1) all foreign 
aid programs or (2) off-shore procurement. It would include all—it 
would include everything that was purchased by the United States 
Government 

Mr. Ray. That is all covered by the language, “whenever necessary 
shall procure or contract for’. I do not see what those words that 
vou would strike out would do, so far as the discussion has gone this 
morning. that is not already covered by the other language. 

(dmiral Dengesrink. Well, it was our feeling that this language, 
here, ‘or otherwise procure for its own account”, if deleted, would 
more specifically pin-point this legislation toward foreign-aid programs 
and off-shore programs; which I understand is the purpose of the bill. 

Mr. Ray. It seems to me those words could be left out without 
changing the meaning, and that the language would cover all the 
purchases of equipment, materials, or commodities, within or without 
the United States. I just do not understand what those words ac- 
complish. 





a 


WATERBORNE CARGOES IN UNITED STATES-FLAG VESSELS 11 


Admiral Denesrink. I was hopeful that the deletion of those words 
would restrict this legislation to foreign aid and off-shore procurement. 
I can see your point, Mr. Ray, and I am glad that you brought it up. 

Mr. Ray. I should like to be informed as to what kind of trans- 
actions are covered by those words, which would be important from 

‘our point of view, and which are not covered by the words “procure 
sad contract for’ 

Admiral DeNreBRiInkK. I certainly agree with you, Mr. Ray, that the 
language, without the words which I recommended be deleted, is very 
comprehensive. ; 

Mr. Ray. One more question. It is a fact, is it not, that in World 
War IT and in the Korean War, a great deal more than 50 percent of 
all of the items covered by this bill were carried in privately owned. 
privately operated ships? 

Admiral DeENEBRINK. That is correct, sir. 

Mr. Ray. Thank you. 

Mr. Bonner. Let me ask one question. We were discussing 
tankers, and from your testimony I gather that you fear quite a short- 
age, that you haven’t the supply of tankers sufficient to carry out the 
present needs or the anticipated needs of MSTS for national defense. 
Is that correct? 

Admiral Denesrink. There is a shortage of American-flag tankers 
to meet the mobilization requirements of this country. Furthermore, 
the tankers are getting old and obsolete, and our tanker fleet is in 
need of rejuvenation. 

Mr. Bonner. There are 85, as I understand, privately owned 
tankers now tied up. Can they not be used in your operation? 

Admiral Drneprink. We use a varied number of private tankers 
each month. This month, | think we have in the neighborhood of 25 
privately owned tankers that we have chartered to augment our fleet. 

Mr. Bonner. Then you have 25 privately owned, and you are 
operating how many out of the reserve fleet? 

Admiral Denesrink. I am not operating any out of the reserve 
fleet, now. I am operating out of my nucleus fleet. 

Mr. Bonner. Out of your nucleus fleet? 

Admiral Deneprink. Forty-seven tankers. 

Mr. Bonner. Well, there are 85 privately owned tankers tied up, 
apparently. 

Admiral Denesrink. And I have about 25 privately owned tankers 
under charter, this month. 

Mr. Bonner. Why cannot some of the 85 privately owned tankers 
that are now tied up be used in lieu of the 47 of the nucleus fleet? 

Admiral Denesprink. That is the situation at the moment. I 
would only have to point out to you that the reason we have the 47 
at the present time—and I would parenthetically state that at one 
time the number was 55—was because of a shortage of tankers in 
1947 and 1948, when the tankers were very short, and the world 
market and the movement of petroleum products was very heavy. 
The Navy found itself unable to move its petroleum products for the 
Department of Defense; and so the President transferred 55 tankers 
from the National Defense Reserve Fleet to the custody of the Navy 
Department; and we have continued to operate those through the 


years. 
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Mr. Bonner. Of course, business has to adjust itself to the trends 
of the time? 

Admiral Denesrink. That is correct. 

Mr. Bonner. And do I gather correctly from your testimony, then, 
that the poli \ of MSTS is just this: it does not adjust itself, as busi- 
ness does? Its preference is not always, then, to foster the American- 
flag vessel? Here are 85 tankers tied up, that are privately owned, 
and still the Government is operating 47 tankers, growing out of the 
operation by private industry of privately owned tankers, and so forth? 

Admiral Deneprink. Mr. Bonner, i think that is not a fair state- 
ment 

Mr. Bonner. I am asking you. I asked you if that was the case. 

Admiral Denesprink. MSTS has sponsored this legislation, which 
calls for the construction of 20 super tankers. 

Mr. Bonner. I am not questioning that; I am not questioning 
that. 

Admiral Denesprink. And if those 20 tankers are constructed, 
whether they be constructed by private capital or whether they be 
constructed by Government capital, we would then lay up 37 of our 
existing Government-owned tankers. But we just cannot afford the 
expense of taking these ships and laying them up, and then having 
an emergency come along, and break them out again, and then lay 
them up 

I believe that my figures are correct, that when these 55 ships were 
taken out of the national defense reserve fleet in 1947 and 1948, the 
bill to put them in shape was $42 million; and we just cannot be in 
the position of putting these ships in lay-up at a cost of a third of a 
million, or $300,000, and then have something come along and break 
them out. And it is not in the national economy to do that. But 
we did make a concerted effort, and we are continuing to make an 
effort to do this thing in an orderly fashion, get some new tankers 
built, and then lay up an equivalent tonnage in the national defense 
reserve fleet. 

Mr. Bonner. Then, by the same token, and by the same argument, 
it is not in the best interests that private economy own tankers? 

Admiral Denresrink. Mr. Bonner, I think there are a lot of people 
who have made a lot of money on tankers. This just happens to be 
a dip in the market. 

Mr. Bonner. I consider the tanker just as essential to the national 
defense, in the reserve fleet, as the battleship, the cruiser, the flat-top 
or any other national defense vessel. 

Admiral Denrsrink. That is correct. 

Mr. Bonner. One cannot work without the other. So what 
interested me here was that there were 87 or 85 tankers, privately 
owned, that were tied up, while we continue to operate 45 or 50 
tankers that are Government owned. The sole intention of this 
Government is to try to foster private business operating on private 
capital. The things just do not jibe, to me. 

Admiral Denesrink. Well, it is a little different, putting any ship 
in the reserve fleet. 

Mr. Bonner. They are there to serve a purpose in event they are 
needed. 

Admiral Denresrink. Yes 

Mr. Bonner. And they are big tankers that you are building. 
I am heartily in accord with the idea of building them. Build them 
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and put them into the reserve fleet, just as you would any other 
vessel which you need in the national defense. My first interest is 
to see that private industry and private initiative are offered all the 
opportunity that is possible. 

Admiral Deneprink. I merely want to say that this surplus of 
privately owned tankers is a matter of recent vintage, and that, for 
vears before that, there were not enough tankers. 

Mr. Bonner. Well, I will turn around and ask you, do you see 
anything in the future that would put these 85 privately owned 
tankers to work? 

Admiral Dreneprink. Mr. Bonner, a shift in the military com- 
plexities of the world, or of this country, could change that situation 
overnight, 

Mr. Bonner. It could change every situation. 

Admiral DENEBRINK. Yes, sir. 

Mr. Bonner. But it is our duty to prepare ourselves for any change 
in the situation. We have cut down the Army tremendously, all the 
Air Force; and that is for somebody else to determine, whether that 
is the best thing. But | do always think it is the best thing to use 
private industry wherever possible—the national defense picture 
included. 

Admiral Denesrink. I think 1] would like to say, then, if we lay 
up our Government-owned tankers and take, on hire, privately owned 
‘T—2 tankers, I would like to explore that with you, if 1 do not belabor 
the point. Merchants will continue to be employed, regardless of 
what the ship is. Companies will operate. Ship chandlers and sub- 
sisters will pay for, or will sell, supplies. The only fellow that changes 
is the owner. We have an owner who is in the business, instead of the 
Government’s owning it. 

Now, the position of the Navy Department and of MSTS is, let us 
pursue this in a little different vein. Let us pursue this legislation to 
get 20 new tankers built, with private capital, private operators, and 
merchant seamen; and then let us lay up the 37 Government-owned 
tankers. There is a benefit to be derived from that which is superior 
to the benefit of merely laying up our tankers and employing similar 
private tankers. We are getting new tankers built; we are getting 
private industry involved, we are getting private capital involved; 
and we are giving work to the shipyards of this country at a time 
when they need it the worst. 

Mr. Bonner. Are your tankers operated under an agency? 

Admiral Deneprink. Our tankers are privately operated. We 
have 4 private companies that operate them, and we pay them ap- 
proximately $50 a day per ship to operate them; and | think that our 
proposition of vitalizing the age of our tanker fleet is a better proposi- 
tion than merely laying up our tankers and taking some other but 
similar tankers to substitute for them. 

Mr. Ray. Will the gentleman yield, that 1 may ask one more 
question? 

Mr. Bonner. I yield. 

Mr. Ray. This bill would have no application to a situation in 
which there were not enough private tankers offered or available? 

Admiral Deneprink. Well, I am glad you asked that question. 
If the private tankers were not available and they were not offered— 
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and they must be offered for us to take them—then we would be back 
where we started, I guess, Mr. Ray, where we had to go and get the 
tanker industry to agree to set up a voluntary tanker pool and provide 
is With the tankers, as they did during the Korean war, at an arbitrary 
fixed rate of maritime plus 25 percent 

Mr. Ray. I will refer to the language of line 11, of page 2. The bill 
applies to situations ‘“‘to the extent such vessels are available,” so 
that the bill would be of no effect at a time or in a situation in which 
the supply of private tankers would be inadequate. Is that correct? 

Admiral Denesrink. Well, when the supply of private tankers is 
nadequate that is when we are really in trouble 

Mr. Ray. That is another problem—not a problem created by 


1} 
this bill 


1] 
il 


ApMIRAL DENEBRINK. That is correct. 

\ir. Mumma. Admiral, vou are following this chain of tankers down 
to where the Government replaces the tankers with brand-new ones, 
lhe owner still has his investment in those old tankers, has he? 

Admiral DenesBriInkK. That is correct, sir. 

\ir. Mumma. Could he trade those in, 2 for 1, then? We have had 
before us numerous tanker bills, 1 of which we recently passed, 
vhereby be can trade in 2 for 1 Would that be his next move, or is 
that something that the industry would not be likely to do? 

Admiral Denesrink. Well, it is ou‘side my bailiwick. I should 
prefer not to get into that, because that trade-in-and-build legislation 
is something that is somewhat under the aegis of the Maritime 
Administration 

\[r. Mumma. We could do that, could we not, if he had had those 
tankers laid up, and had interest and other items to pay over a long 
period of time? 

Admiral DENEBRINK. Yes, sir; you certainly could 

\ir. Mumma. His only recourse would be to trade them in for the 
new one, would it not? 

Mr. Totuerson. If I may interrupt, when you say, Admiral Dene- 
brink, that under the b ulding of the tanker comtemplated by the 
Armed Services Committee, you are thereby compelled to lay up a 
certain number of T-2 tankers—they are Government owned, are 
they ho 

Admiral DENEBRINK. Yes, sir 

\fr. Mumma. We spoke of some private tankers being laid up. 
Were they in the 47 referred to? 


Admiral DeneBrRinkK. No, sir. Mr. Bonner was talking about 
some eightv-odd privately owned and operated tankers that are laid 
up because there is no business for them. ‘They are not under my 
control, at all 


Mr. Mumma. This gets complicated, doesn’t it‘ 

Admiral Denesrink. It surely does. 

Mr. Totuerson. Mr. Dorn, did you have a question? 

\lr. Dorx. Yes. I wondered about the word ‘now,’ on line 8, 
Admiral. Merely as a result of your conversation, questions and 
answers, with Mr. Ray, I wondered if, then, “‘now’’ you prefer what 
ou had suggested, that we put in parentheses “excepting military 
supplies” rather than what you had crossed out? 

Admiral Denesrink. | think language that would except—and 
that is e-x-c-e-p-t—-military equipment, materials or commodities, 


V¢ ild | inpoint il verv, very nicely 
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Mr. Dorn. Then you would prefer that language, rather than the 
striking out? 

Admiral Denesrink. Yes, I would prefer to hold it, in the light of 
this exchange of views here this morning. In the light of that, | 
believe that the position of the Defense Department would be fully 
met if those were left in, and then putting, in parentheses ‘(except 
military equipment, materials, and commodities).’’ 

Mr. Dorn. Would language such as this be suitable, there: “except 
materials for use by the Department of Defense’’? 

Admiral Denesrink. | think that that language would be all right, 
but I should like to make one comment, Throughout this proposed 
legislation they have used the combination of words ‘equipment, 
materials, or commodities’’; so, if we stuck to that and just repeated 
them, to say “equipment, materials, or commodities of the Depart- 
ment of Defense,” I think that would probably be better yet, Mr. Dorn. 

Mr. Totierson. Are there any other questions? 

Mr. Keroau. I would like to ask for the construction put upon this 
by Admiral Denebrink. Admiral, you spoke about an amendment 
and program that had been reported out by another committee of 
the House, in a different form from that in which it went into that 
committee. 

Admiral Denesrink. The 20-tanker bill was passed by the Senate, 
with some amendments from its original form. It then went to the 
subcommittee of the House Armed Services Committee, and the 
action of that committee was to adopt an amendment by Mr.Vinson 
which called for the substitution of Government money rather than 
private money. 

Mr. Keroau. It started out as a private-construction program, and 
in its present form it is a Government-construction program? 

Admiral Denesrink. That is the way the subcommittee voted 
out to the full committee; and, as I understand it, the subcommittee 
has not vet made its presentation to the full committee. 

Mr. Keoau. And, of course, your position is that vou take no 
position on what form it 1s? 

Admiral Denesrink. The position of the Department of Defense 
has been in support of the private money, private operation. We 
have never deviated from that attitude. 

Mr. Krocu. And you expect not to? 

Admiral Denesrink. That is correct, sit 

Mr. Keocu. Thank vou very much. 

Mr. Totuerson. Thank you very much, Admiral. 

Admiral Deneprink. Thank you very much. 

Mr. Garmatz. Just a moment. 

Mr. Totuterson. Oh! 

Mr. Garmatz. Admiral, would you say, then, that there is no 
objection either from the Government or MSTS or anyone else to 
having private enterprise lay up these 85 tankers? In other words, 
I think private enterprise would maintain the reserve fleet of tankers, 
in place of the Government; is that right, or not? I mean, main- 
taining the expense, and so forth. There would be no objection to 
the private enterprise maintaining it? 

Admiral Denesrink. For the moment, I think that is a fair state- 
ment. For the moment, that is a fair statement. We do not know 
how long that situation will continue, but certainly the history of 
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many vears back indicates a shortage of tankers of all kinds, and 
very high rates; and I think that vou gentlemen are well aware of the 
fact that not too long ago, private-tanker operators were asking and 
getting maritime plus 200 percent for chartering their tankers; and 
it was at that time that the private-tanker owners and operators 
voluntarily agreed to set up a tanker pool to provide MSTS with 
private tankers to augment the Government fleet, at a rate which 
was established by the Maritime Chairman, at maritime plus 25 per 
cent; and yesterday, believe it or not, I was criticized by the industry 
because I was not working my Government-owned tankers more 
rapidly, faster, more efficiently than I was; because, if I used my 
Government tankers better, then there would be fewer private tankers 
hired out at maritime plus 25 percent. So, gentlemen, I just want 
vou to know that I can never be right {Laughter.] 

Mr. Kerocu. Mr. Chairman, I wonder if the gentleman would 
vield, to permit me to ask one question; and that is, to have the 
Admiral tell us, if he could, what types of these tankers are in those 
eighty -odd 

Admiral Denesrink. They would be the standard T-2 type, of 
which so many were built during World War II 

Mr. Krocu. And they would not include any of the Liberty type? 

Admiral Denesrink. I think most of the Liberty-type tankers 
have been sold foreign or scrapped 

Mr. Totierson. If there are no other questions, you are excused, 
Admiral Denebrink. 

Admiral Denesrink. Thank you 

Mr. Totuerson. Thank you very much 

As our next witness we heve Mr. Earl C. Dudley, from the Office of 
the Secretary of Defense. We have two Defense Department spokes- 
men this morning. Please identify yourself, Mr. Dudley, and proceed 
with your statement. 


STATEMENT OF EARL C. DUDLEY, MEMBER OF THE STAFF OF 
THE ASSISTANT SECRETARY OF DEFENSE FOR INTERNATIONAL 
SECURITY AFFAIRS 


Mr. Dupiey. I am Earl C. Dudley, member of the staff of the 
Assistant Secretary of Defense for International Security Affairs. 
My statement this morning is addressed almost exclusively to the 
performance of the Department of Defense with respect to the 50-50 
provision in the Mutual Security Act. With that introduction, and 
with your permission, I will read from the prepared statement. 

Section 409 of Public Law 329, 8lst Congress, as amended, pro- 
vides: 

at at least 50 percent of the gross tonnage of any equipment, material, o1 
commodities made available under the provisions of this act, and transported on 
ocean vessels (computed separately for dry-bulk earriers and dry-cargo liners 


shall be transported on United States flag commercial vessels at market rates for 


United States flac vesse Is in such manner as will insure a fair and reasonable 


participation of United States flag commercial vessels in cargoes by geographic 
arcas 

Pursuant to section 409 of Public Law 329, the Department of 
Defense, under date of November 14, 1951, issued a directive identified 
as No. 2110.12, establishing the Department of Defense policies for the 
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ocean transportation of equipment and materials furnished to foreign 
governments under the Mutual Defense Assistance Act, as amended. 
This directive is attached hereto as Tab A. 

Under the mutuality-of-assistance concept, it has been the policy 
of the Department of Defense to negotiate shipping agreements with 
foreign governments receiving equipment and materials under the 
provisions of the Mutual Defense Assistance Act, as amended, whereby 
the recipient governments would assume the cost of ocean transporta- 
tion of such equipment and materials up to a maximum of 50 percent. 
These shipping agreements have been negotiated with the following 
countries: United Kingdom, France, Norway, Denmark, Netherlands, 
[taly, Belgium, Luxembourg, Yugoslavia, Portugal, France for Indo- 
china. 

The military departments in implementing this policy offer MDAF 
cargoes (within the maximum of 50 percent) to the designated ship- 
ping agents of foreign countries. The shipping agents of the foreign 
governments arrange for and pay the ocean-transportation costs of 
such cargoes as are accepted. Title to such equipment and materials 
passes to the foreign government upon acceptance by the shipping 
agent. 

The remainder of all equipment and materials supplied under the 
Mutual Defense Assistance Act, as amended, is turned over by the 
military departments to the Military Sea Transportation Service to 
arrange for ocean transportation at the expense of the United States 
Government. Such ocean transportation costs are charged to funds 
appropris ited under the Mutual Defense Assistance Act, as amended. 

The performance of the Department of Defense under section 409, 
accumulative from the inception of the program to March 31, 1954, 
is shown in tab B attached hereto. The comparable statistics for 
the period beginning April 1, 1953, and ending March 31, 1954, are 
attached hereto as tab C 

For pomperes of determining the minimum 50 percent which must 
be shipped in United States-flag commercial vessels, equipment and 
materials sania offshore which are delivered to the recipient 
country in ocean vessels are included in the totel tonnage shipped via 
ocean transportation. Contracts for the procurement of equipment 
and materials manufactured offshore include a clause to the effect 
that such equipment and materials are delivered to the recipient 
country f. 0. b. factory. Despite this clause, exceptions have been 
made in the case of Greece and Turkey whereby offshore procured 
equipment and materials were ocean transported under the provisions 
of the Department of Defense directive cited above, at United States 
Government expense 

The enactment of the proposed bill, S. 3233, would increase the 
charges to the Mutual Defense Assistance appropriations for ocean 
transportation to the extent that MDAP cargoes could not be shipped 
at the expense of the recipient voverhnments. 

As part of my statement, there are three enclosures, marked, 
spectively, tab A, tab B, and tab C, which I desire to place in the 
record at this point. 

(The three enclosures are as follows 
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Tas A 
November 14, 1951. 
No. 2110.12 
DEPARTMENT OF DEFENSE DIRECTIVE 
Washington, D. C 
the International Programs and Administratio1 
Subtitle: Military Assistance 
Number: 2110.12 
SHIPMENT or MutvaL DEFENSE ASSISTANCE PROGRAM MATERIEL 
I. PURPOSI 
rh paper prescribes the general policies under which MDAP equipment and 
ateriel supplied by the Department of Defense are to be shipped in conformance 


with the requirements of section 409, of the Mutual Defense Assistance Act of 
1949 (Public Law 329, 8Ist Cong.), as amended. 


II DEFINITIONS 


A. United States flag coimmercial vessels will be considered to include all 
VERSE documented (registered) under the laws of the United States and not 
nanned (crewed) by the Government 

B. Gross tonnage as used herein means total measurement tonnage. 

( rhe term “geographic areas’’ is considered to be descriptive of destinatio: 
areas and not related to origin areas For the purposes of this paper and use i 


reporting ocean shipments of MDAP cargoes, geographic areas are delineated 
; 


as Tollows 


Scandinavian range: Mediterranean area 
Denmark Italy 
Norway Spain 


Greece 


2, nne amburg 
Bayonne-Hamburg: Portugal 


selgium Yugoslavia 
France Turkey 
Luxembourg Far East area: 
Germany Burma 
Netherlands Indochina 


Philippines 


UK—Ireland range: United Kingdom 
Japan 


Persian Gulf area: Iran Indonesia 
Nationalist China (Formosa 
Central and South America area: All Korea 
American Republics Thailand 


D. Foreign source means anv source other than the continental United States, 
Hawaii, Alaska, Puerto Rico, and the Virgin Islands 


lil, GENERAL 


A. A minimum of 50 percent of the gross tonnage made available under the 
Mutual Defense Assistance Program shall be transported on United States-flag 
commercial vessels in such a manner as will insure a fair and reasonable partici- 
pation of United States-flag commercial vessels in cargoes by geographic areas 
Distribution of tonnage between United States-flag commercial vessels and other 
vessels will be effected on a country-of-discharge basis. 

B. 1. The recipient government. will provide at its own expense the facilities 
and personnel to unload MDAP cargo from United States Government and 
United States flag commercial vessels. 


2. The recipient government will be responsible for all fees and charges contin- 
gent to the entrv of each United States Government vessel or United States flag 


commercial vessel under time or vovage charter to the United States Government, 
tilized in shipping military-assistance supplies. This will include but not be 

y towboat fees, harbor fees, entrance fees, or payment of or 
taxes normally imposed by that government upon vessels 
calling at their ports for the purpt 








of engaging in commercial trade. 





sets 


Rie tints ae 
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C. Title to equipment and materials shipped on vessels provided by the United 
States will pass to the recipient government when delivered at end of ships tackk 
the port of discharge. 


IV. SHIPMENT OF GRANT AID FROM THE UNITED STATES 


A. Ammunition, other than small-arms ammunition, as a general rule, will be 
shipped on United States Government owned and operated vessels. However, 
commercial vessels os foreign government owned and/or operated vessels may 
be utilized for the shipment of ammunition when economical, feasible, and opera- 


tionally advisable. 


' B. The remaining cargo, over and above the cargo shipped on United States 
Government vessels and the minimum 50 percent of the gross tonnage to be carried 
in United States-flag commercial vessels, may be shipped in foreign bottoms pro- 


vided by the recipient governments. 

C. Title to equipment and materiel shipped on vessels provided by the recipient 
government will pass to that government when the equipment and/or materiel is 
accepted by its designated agent free on board and stowed in the vessel provided 

D. In no case will MDAP bear any cost of ocean transportation or any cost or 
expenses, including any dollar charges or port charges, incurred by or for the 
account of vessels provided by the recipient government in connection with the 
as Defense Assistance Program, except those certain cargo costs specified 

1 paragraph E (1) below. 

E. I Al costs and charges normally assessed against the cargo incurred it 
delivering military assistance cargo to recipient government on board vessels 
provided by the recipient government as set forth in section IV, paragraphs C and 
D above, shall be borne by MDAP. 

2. All demurrage and storage charges of any kind incurred on MDAP cargo 
at the loading port as a result of failure on the part of the recipient government to 
provide shipping for cargo booked with the Sit of that government shall be 
borne by the recipie a government. 

F. All offerings of MDAP cargo for shipment on vessels to be provided by the 
recipient government will be made to the official agent of said government as 
evidenced in applicable documents of appointment furnished by the recipient 
government through the Office of Secretary of Defense, Office of Military Assist 
ance. In no case will offerings be made to or bookings be made with the vessel 
operators or their agents. 


V. SHIPMENT OF GRANT AID FROM FOREIGN SOURCES 


A. Equipment and materiel furnished under the Mutual Defense Assistance 
Program from foreign sources will be shipped, where practicable, by the recipient 
government at is own expense, without re simbursement, and to include both inland 
and ocean transportation. 
B. In those cases where the recipient government cannot provide ocean trans- 
. portation, shipment will be made on United States-flag vessels, when available, 
and all costs will be borne by MDAP funds except as set forth in section III, 
paragraphs B 1 and 2. 
C. Title to equipment and materiel to be shipped by the recipient government 
at its own expense, will pass to the receiving government free on board the inland 
. carrier, provided by the recipient government, at the inland point or depot of 
origin. 
D. In the case of equipment which is to be moved to destination under its own 
power, title will pass to the recipient government 
1. At destination when delivered by the Department of Defense, or 
2. At the inland point or depot of origin when accepted by the agent of th 
recipient government at that point. 


VI. REPORTING 


Monthly reports as prescribed in memoranda of June 8, 1950, and November 2, 
1950, subject: Report of MDAP Ocean Shipments from the Director of the Office 
of Progress Reports and Statistics, Office of the Secretary of Defense, to the 
Comptroller of the Departments of the Army, Navy, and Air Force, will contin = 
to be submitted on DD Form 352 under Reports ¢ ‘ontrol symbol DD-MD AP-: 
(Reports Control Symbol DD-MDAP-—DS-6 has been rescinded 


Wituram C. Foster, Acting Secretary 
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B VW DAP ocean shipments, by type of vessel and destination, as of Mar. 31, 
195 
] 4 
MI 
Tota United States-flag <i U. 8. Government 
nercial tae *e operated 





Percent Percent Percent 
mnage of omunage of ronnage of 
tal total 
4 f 7 S 
8, 175, 27¢ 156, 061 67 2,053, 993 20 665, 222 5S 
- 
661, 71¢ 313, 64 47 241,117 } 106, 952 if 
418, 684 184, 702 44 12% 





243, 032 128, 945 a3 1] 











Kingdor 243, O84 114, 753 47 93, 405 34, 926 
} MDAT t 1, 663 1, 660 00 2 1 
H I r 2, 626, 546 1, 722, 587 te 83 31 87, 976 3 
13, 743 167, 400 40 242, 011 4, 332 
1,808,176 1,310,719 72 433, 302 |.. 64, 155 
&. 249 1, 563 55 3,617 . 79 
286, 286 136, 627 136, 876 12, 783 
} 66, 395 64, 603 22 1,770 
I MDATI p 43, 68 $8, 675 15 4, 857 
745, 898 1,772 l 65 668, 624 24 304, 523 11 
se , 865 100 0 0 
130 5.112 32 162, 030 44, 788 
27,84 447 5 85 70, 989 9, 513 
741, 044 0), 707 17 207, 704 182, 633 
14 67.9 l 31, 431 34, 040 
1, SRD 4, 882 100 ( 0 
me f 97 oO 1), 838 25, 030 
4 019 238, S68 9 155, 632 8 519 
742, 649 103, 84¢ 81 207, 968 12 130, 835 7 
7,129 7, 129 100 0 0 
RO. O62 M379 &] 155, 661 37, 022 
4,4 1,4 1 0 0 
s Ro ) 0 4 
173. 209 100. 4 RA 2%, 205 46, 591 
4 128. 382 112. 168 87 & ORD &, 134 
140, 264 83, 248 4 17, 932 39, O84 
108. 09. x7. fe x] 20, 422 19 7 0 
LOR x7. GE &1 20, 422 
{ ) s 6. 472 14 2 0 
2 ( 20, 9 } 60 0 
{ & ) 172? 0 
HI8 f ; ? YSR 1 
( 247 ( 
| ( 0 
} 4 BOR 
f 9 1 
R ) 0 
MDA ul pared t ‘ vices t nsur¢ ympliance with 
Mutu def \ t \ a er at loes not nece rily represent the 
ul t sels cle red under their 
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_ 

















Tap ( MDAP ocean shipments,! by type of vessel and destination (during 
period Apr. 1, 1953, to Mar. 31, 1954 
Measurement 
l'ype of vessel 
Potal nited § flag Sevetin tan U. §. Government 
Range and destinatior oceal com sl operated 
SM Ly 
ments 
Percent Percent Percent 
mnace of ronnage if Tonnage of 
al ti total 
l 2 4 i 7 8 
Potal 540, 452 f 5R2 65.0 719, 5Sl 28 183, 290 
Scandinavian range 141, 432 101, 286 72.0 37. 19 2¢ 2, 949 2 
Denmark 80, 239 ( x01 79.0 2, 949 
Norway 61, 193 37, Y85 62.0 0 
United Kingdom-Ireland range 94, 16: 60, 821 65. 0 27, 476 29 5. 868 6 
United Kingdom 92, 64 9, 3 64.0 97, 474 867 
Air Force MDAP depot 1, 519 1. 516 19.8 2 1 
Bayvonne-Hamburg range 484, 518 333 344 69.0 135, 351 28 15, 823 2 
Belgium 95. 336 $4, 130 37 59, 399 807 
France 256. 903 212, 501 &3. 0 7 ) 6. 611 
Luxembourg R67 {84 6.0 4 79 
Netherlands 85, O74 10, 556 47.0 a7 8 7 FR3 
Stockpile 18. 207 & 23 99. 6 29 14 
\ Force MDAP depot 27 ] "i, 442 17. ( 0 699 
Medit nean area 069, 041 46, 678 0 404. 379 R 18. 034 
Ethiopia st 1. &f vO 
France 909. 803 15, 282 62. 030 2 4 
Crreece 134, 803 111, 270 19, 723 5, S10 
Italy IR). 472 74. 009 OO, G12 1 
Portugal 33, 172 18, 318 0 » O69 4 RR 
Spain 4, R82 4, 882 00.0 0 
rurkey 921, 280) 179, 313 R1.0 th, 702 oF 
Yugoslavi 182, 814 106, 739 58. 0 75, 043 l 2 
Far East area 678, 847 535, 137 0 103, O06 40, 614 f 
Bur! 0 0 ( 
Indochina 352, ORG 265, 380 0 4. 702 908 
Indonesia 3 3 ( ) ) 0 
Korea a! $4 RO. ( 0 { 
NGRC 231, 4 2), 924 87.0 2, 530 27, 96 
Philippines $4, 192 25, 46 4. ( 8, ORO { 
Thailand 61, 110 43, 32¢ 0 17, 784 0 
Persian Gulf are $4, #52 27, 774 x0). 0 6, 878 1) 0 
Iran 34, 652 27. 774 sO). ( 6, 878 
South American are 37, 747 32, 542 86. 0 203 14 2 
Brazil 21. 5d 1). 953 17.0 603 ( 
( ile 6, 270 4, 208 69.0 Q72 
Colombia 3. 140 1, 074 44.0 2. i 
Cuba 781 437 69. 0 244 
Dominican Republic 151 151 100. 0 0 
Ecuador 2, 433 2. 2 1.0 228 0 
Peru 2.018 2. SH UX. 0 2 1 
Uruguay 198 459 92.0 sy 0 
Based on the report of MDAP in shipments pre i by the services to insure compliance with 
sec. 409 of the Mutual Defense tance Act, 1949, as amended. Data does not f r re} mt the 
ultimate destination of the materie] shipped not include aireraft or v delivered under t 


own pows 
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Mr. Duprey. I would like to add parenthetically, Mr. Chairman, 
that the last paragraph of my statement which I have just read was 
written, directed at S. 3233 as it was originally prepared, and not the 
bill as passed by the Senate. 

Mr. Totterson. Would the same statement apply, then, to the 
revised bill? 

Mr. Duptey. Frankly, sir, I have not seen the revised bill. I 
assume that it would have little or no effect, now, since it would be 
50 percent of MDAP cargoes, and not 100 percent, as the original 
bill provided 

Mr. Totterson. Public Law 329, 8ist Congress, was vour foreign- 
aid bill: was it not? 

Mir. Dup.iey. Yes, sir 

Mr. Totterson. And this was the amendment that was added 
onto that bill on the floor of the House and in the Senate, I presume. 

Mr. DupLey. Each amendment, year by vear 

Mr. Totterson. Yes 

Mr. Dupuey. And finally, it was still in the Mutual Security bill 
the original, I believe, of 1951-52. 

Mr. Totterson. And your department has complied with the pro- 
VISIONS 
Mr. Duprey. I am sure, sir, you would not want me to read all the 
atistics 
Mr. Touuerson. No, no. 

\Ir. Dup.Ley. But I would like to read them in gross. 
\Ir. ToLLEFSON Very well. 

fr. Duptey. As of March 31, 1954, the total of 8,175,276 measure- 
ment tons have been shipped—ocean transported, let me say. That 
does not include evervthing that has been delivered on the program: 

is ocean transport. Of that, 67 percent has gone in American-flag 
commercial vessels; 25 percent in foreign-flag vessels; and of that 25 
percent, I have no statistics to back up the statement, but I would 
cuess that probably 98 percent has been at the expense of the foreign 

overnments; 665,222 tons, I believe it is—my copy is not clear—was 
n Government operat ted, or 8 percent 

In the comparable statistics for 1 year, beginning April 1, 1953, and 
ending March 31, 1954, is a total of 2,540,452 tons, of which 1,637,582 
or 65 percent, has gone into American-flag commercial vessels; 
719,580, or 28 percent, in foreign-flag vessels; 183,290 tons, or 7 
percent, was in United States Government operated 

\M[r. Totuerson. You have done a little better than your 5 percent. 

\Ir. DupLey. Oh, ves 

Vi oo LEFSON. Are there any questions of the witness? 

Mir. Ray. Do I correctly understand that you have no objection 
to the 50-50 provision of the proposed biil? 

Mr. Duprey. The original bill, as revised. 

\Ir. Ray. And you have no objection to the bill as passed by the 
Senate? 

Mr. Dupiey. No, su 

Mr. Totiterson. Are there any other questions? If not, thank 
Vou very much 

The next witness on our agenda this morning is Mr. Arthur G. 


+ 


Mir. Syran. Present, Mr. Chairman. 
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Mr. TotLerson. Do you care to give us the benefit of your views? 
Mr. Syran. Yes, sir. 
Mr. Toutierson. Very well. Identify yourself. 


STATEMENT OF ARTHUR G. SYRAN, DIRECTOR, OFFICE OF TRANS- 
PORTATION, FOREIGN OPERATIONS ADMINISTRATION 


Mr. Syran. Mr. Chairman, my name is Arthur G. Syran. I am 
the Director of the Office of Transportation of the Foreign Operations 
Administration. Among the responsibilities assigned to me_ by 
Governor Stassen is that of assuring compliance with the statutory 
requirements of section 111 (a) (2) of the Economic Cooperation Act 
of 1948, Public Law 472, 80th Congress, as amended in 1949 by 
Public Law 47, 81st Congress. 

Similar language is contained in the proposed mutual security 
legislation for fiscal year 1955, which requires that United States-flag 
vessels receive 50 percent of the foreign-aid goods transported to or 
from the United States. 

Governor Stassen has repeatedly supported the view that the 
national interest requires the maintenance of a strong United States 
merchant marine, and appreciates that S. 3233 was introduced with 
this objective in mind, as one means to assist the American merchant 
marine. Governor Stassen further indicated about a year ago in a 
letter to then Chairman Weichel, that whether or not the provisions 
of section 111 (a) (2) of the Economic Cooperation Act of 1948, as 
amended in 1949, were included in any special statute dealing with 
relief cargoes coming under his administration, this agency would 
administer the program in the light of section 111 (a) (2). If Congress 
should specifically provide otherwise in a particular law, it would 
follow that such special programs would have to be administered in 
accordance with the provisions of the specific legislation. 

The views of the FOA in connection with S. 3233 in its original 
form were made, through me, to the Subcommittee on Water Trans- 
portation of the Senate Committee on Interstate and Foreign Com- 
merce, on May 13, 1954. Many of the objectionable features in S 
3233 have been removed. 

If the language of S. 3233 under consideration by this committee 
were similar to that of section 111 (a) (2), our only reservation would 
be to question the desirability of adopting at this time permanent 
legislation. ‘This question, however, is of importance, since shipping 
revenues from foreign-assistance cargoes have already greatly declined 

1 proportion with “the greatly decreased commodity-aid movement. 

alters rT, some prov isions of S. 323 3 go beyond the section 111 (a) (2) 
language. Most important, S. 3233 imposes the 50 percent provision 
in the cross trades, traditionslty. a trade in which only foreign-flag 
vessels have engaged. This bill would place American-flag tramps in 
peacetime trades they heretofore have not engaged in, because of 
inability to compete, and would not place them in a competitive 
position to retain the cross-trades business for cargoes other than 
those covered by the bill. 

[It would be detrimental to the friendly maritime countries of the 
world. Compulsory use of United States flag tramps in the cross 
trades would not wag upset ests ablished trade prac tices but would 
also, in my opinion, be likely to encourage discriminatory practices 
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against our merchant marine. There are two other points in this 
connection: (1) The cross-trade movement is done largely in foreign 
currency. That is the cross-trade movement, as our agency is involved 
init. (2) The entire magnitude of Foreign Operations Administration 
cross-trade shipments is uncertain. If the last 6 months can be taken 
as a guide, the movement may provide not more than 25 cargoes for 
the coming year 

In connection with the cross-trade movement, some United States 
Government agencies have direct control of purchases and shipping. 
Such is not generally the case in FOA operations. In accordance with 
congressional directive, we endeavor, to the maximum extent possible, 
to use private channels of trade. The cross-trades feature of this bill 
is not only of little value in aid to the United States merchant marine, 
but also presents disproportionate administrative problems particu 
larly if we should be required to measure small parcel lots made by 
individual commercial purchasers throughout the world. 

[t is to be noted that in the legislative historv of this bill before the 
Senate, Senator Butler distinguished between fair and reasonable rates 
and market rates. In Senator Butler’s colloquy with Senator 
Hendrickson, he agreed that market rates may be more costly for the 
taxpayers as compared to fair and reasonable rates (Congressional 
Reeord. p 7784, June 15, 1954). 

There can be no exact mathematical formula to establish what is 
fair and reasonable under all conditions. A fair and reasonable rate 
for an American tramp would, in my opinion, be something like $2 
to $3 a ton over the going foreign-flag rate. We have experienced, 
within the past 5 or 6 years, sharp swings in tramp rates. There have 
even been instances where foreign-flag tramp rates exceeded American. 
Rates for FOA-financed cargo cannot be considered apart from other 
rates. Moreover, a rate which is considered reasonable today may be 
unreasonable tomorrow. It follows that what is a fair and reasonable 
rate at any time cannot be based solely upon what the American- 
tramp owner deems a desirable rate. A reasonable rate, of course, 
cannot be defined as one which is necessarily compensatory to the 
high-cost operator. If the disparity between American and foreign- 
tramp rates is too wide, cooperating countries may use their FOA 
funds for liner cargo where, in general, no difference exists between 
United States flag and foreign-flag rates. It is well to point out that if 
American-flag tramp vessels are to secure 50 percent in the cross 
trades, ballast legs involved will necessitate bidding by United States 
flag vessels considerably higher than a foreign-flag vessel normally 
engaged in global activity. 

Finally, in his message to the Congress of March 30, 1954 (H. Doce. 
360), the President stated that merchant marine problems are being 
studied by the executive branch in order to develop specific recom- 
mendations to transmit to the next session of the Congress. The 
Secretary of Commerce is undertaking such a study, and has indicated 
that at least 6 months will be required for the completion of that study. 

It is, accordingly the position of the Foreign Operations Administra- 
tion that enactment of this bill at this time is premeture, and is not in 
keeping with the course of action proposed by the President, as noted 
previously. For this reason, and the additional reasons outlined 
before, the Foreign Operations Administration recommends that S. 


3233 not be enacted into law. 
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Mr. To.tierson. According to the testimony of the former witness, 
Mr. Dudley, foreign-aid cargoes have been carried at a rate of better 
than 50 percent, on American-flag vessels. 

Mr. Syran. Yes, sir. 

Mr. Touierson. I think you are familiar with the history of amend- 
ments offered to the various foreign-aid bills. 

Mr. Syran. Yes, sir 

Mr. TouLerson. At any point, has your office ever opposed the 
50-50 legislation? 

Mr. Syran. In its present form, no, sir. IT would like to say this: 
[t had never proposed it. Beginning with 1948, at the time Mr. Paul 
Hoffman was Administrator, it never proposed it. However, in 1949, 
by verbal agreement in connection with an amendment that was put 
in, between Mr. Hoffman and Mr. Bland and several other members 
of the committee, the amendment to the act, which is the amendment 
of 1949, was agreed to, and Mr. Hoffman then expressed the feeling 
that he could live with the provisions of that law. From that time on, 
there has never been any opposition on the part of FOA to the language 
that we now have; so that that is the reason, I believe, also, that, 
under the declaration of policy by Governor Stassen, he said that as 
a matter of policy he would fulfill the provisions of that act, if another 
bill were offered for foreign aid coming under his jurisdiction for admin- 
istration, which was silent as to any amendment which had been 
proposed. 

Mr. Touuerson. I remember his letter to Mr. Weichel, a year or so 
ago. 

Mr. Syran. Yes, sir 

Mr. Touuerson. Now, as | gather from your statement, you are 
opposing the enactment of permanent legislation, because the President 
has not yet had an opportunity to complete his study of it. 

Mr. Syran. That is correct. In the President’s message, | believe, 
of May 19, he was proposing a study to be made, and I think that 
the Department of Commerce has undertaken that kind of study. 
Representatives of the Department of Commerce have testified on 
several occasions that it has undertaken a study of that kind, in 
behalf of the executive branch, and that it will be ready sometime 
within about 6 months. But, even at that point, we would have 
no direct interest in the permanent legislation, if this bill were in 
the language of the bill that we now have; because it would not make 
any difference to us: we have it, and we are operating under it. 
Governor Stassen indicated that we would comply with the law, 
in accordance with a letter to Chairman Weichel, if any foreign-aid 
program came through; so that we would really have no thought in 
it. But where it goes in the cross trade—I testified. I was before 
the Senate committee. I testified, and I sincerely believe, that it is 
not really going to do any good. If it is put to 49 nations, that is 
one thing. The minute they go in the cross trades, my opinion, 
it will be detrimental, it will not “be good. 

And about the volume, at least as far as we are concerned, for the 
past 6 months—TI do not know what appropriations we are going to 
get this year; that is something that is yet to be discussed by “the 
Committee on Appropriations, whether it will be in the form of 
commodities, or what the volume of commodities will be, we may 
only be talking about 12% bulk tramp cargoes for the whole vear. 
I haven’t any idea, but that is what it was for the last 6 months 
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Mr. Totiterson. There is probably a difference of opinion on 
this particular point about which you are talking. 

Mr. Syran. Yes, sir. 

Mr. Tou_erson. In other words, there are those who hold a view 
different from yours? 

Mr. Syran. There may be; I do not know. 

Mr. Totierson. I just gathered that from reading the report. 

Mr. Syran. Yes, there was a feeling that the tramps, of course, 
are the ones who are in a difficult position; there is no question about 
that. The point is whether they can successfully compete. Suppose 
there is an FOA-financed program in Japan, destined, shall we say, 
for Korea. Can an American-flag operator go out from the west 
coast—it is an exaggerated situation—to go and place himself in a 
position to pick up a cargo on the east coast of Japan, for one of the 
ports in Korea? Obviously, he will never go to that extent. He 
might be nearby, and there would be ballast legs involved; but he 
is not situated so that he can compete in the global activity. 

He may have long ballast legs. In his competitive position he is 
at a disadvantage, there is no question, because of his higher cost. 
How much can he bid for the business? Even within a reasonable 
approach, he should be given consideration for the business; we 
have always felt that way. But you cannot have double the rate. 
You cannot have one person quoting $10 and, because of unusual 
conditions, pay $20. The monies involved can become fantastic. 

Mr. TotLterson. Do members of the committee have any questions? 

Mr. SHeexuan. Mr. Syran, when you speak against the desirability 
of adopting this, at this time, what do you mean by “at this time’’? 

Mr. Syran. Only in relation to the President’s statement. 

Mr. SHeexHan. That is all. 

Mr. Totterson. Mr. Ray? 

Mr. Ray. Did the witness define the term “cross trades’’? 

Mr. Totierson. I do not remember. 

Mr. Syran. Well, by “cross trades’ I am referring to a movement 
that is neither to or from the United States, but it is from one foreign 
port to another foreign port, without touching the United States. 

Mr. Toutuierson. Are there any other questions? 

Mr. Syran, Mr. Bonner had to step out of the room, to answer a 
telephone call. He had some questions he wished to propound. Here 
he is, now. The witness is here, Mr. Bonner. 

Mr. Bonner. Iam sorry. I wanted to ask you just two questions. 
I appreciate your position, and what you represent. Do you know 
of any foreign maritime nation which could afford to permit goods 
purchased by their government to move in any foreign tramps? 

Mr. Syran. I don’t know of any restrictions they have. Some of 
them have restrictions. 

Mr. Bonner. Do they not require that any goods purchased by 
their governments be shipped in their flag vessels? 

Mr. Syran. I do not know, Mr. Bonner, in some instances, how 
much money is involved, how much offshore money is involved. 

Mr. Bonner. In our case, it is just a one-way street. We are just 
on one end of the street. It doesn’t ever come back to us; does it? 
It is never a two-way street to any great extent, other than the 
diplomatic relations. 

Mr. Syran. Yes. 
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Mr. Bonner. That is all. We just yield and yield and yield, taking 
a kick a posteriori, and getting shoved around. We are in the same 
situation today with regard to the Philippines. There is no use at 
all in bringing up this point. I am just explaining my position. 
There is no use at all in my objecting to an extension of the trade act 
with the Philippines, yet the existing trade act that we have with the 
Philippines, which expires July 1, has been violated and disregarded. 

In the case of tobaccos, the Philippine Government is just bringing 
our export of tobacco into the Philippines down to 25 percent of what 
it was in 1950, when tobacco was on the free list going into the Philip- 
pines. Now, a general called me here, trying to get me on the tele- 
phone, because I objected to that yeste day. People in this country 
are getting a little tired of this proposition. Their oceangoing cargo 
rates would have cost us more or less in the past, had not U nited 
States flag vessels been available to carry 50 percent of the commerce. 

Mr. Syran. Oh, I think, as to that, Mr. Bonner, if we had not had 
American-flag vessels in 1950, 1951, and 1952, in that period, and had 
we not had ships that we could withdraw from the reserve fleet, there 
is not question as to where it would have gone. 

Mr. Bonner. Do you not think that if we are virtually making a 
give-away, and if we are selling on liberal terms, with the expectation 
of getting very little in return—and we understand that—the recipient 
countries ought at least to ship a fair portion, say 50 percent of this 
material, in American-flag ships, and pay the way? 

Mr. Syran. I do not know what that is. I am not clear on your 
question. 

Mr. Bonner. You understand what 50 percent is; do you not? 

Mr. Syran. Yes, sir. 

Mr. Bonner. You understand what we are driving at, do you not? 

Mr. Syran. Yes, sir. 

Mr. Bonner. We sold—and gave—to all these countries all these 
ships that we had, in order to get them back into the maritime business. 
What do they do? They get the pride of the American merchant 
marine, largely, with the ships that we supplied them with, at 35 per- 
cent of the war-built cost. And I imagine a lot of that has not been 
collected. 

Mr. Syran. I don’t know. 

Mr. Bonner. Well, there you are. You are an American citizen. 
Do you agree with me or do you disagree with me? 

Mr. Syran. I do not know enough about that phase. 

Mr. Bonner. You do not know enough about it? 

Mr. Syran. No, sir. 

Mr. Bonner. Well, you have heard this argument from time to 
time? 

Mr. Syran. But how much trade those nations have with us, and 
the matter of 50 percent, we have not—I have not. 

Mr. Bonner. I have had the good fortune to go around the world 
and stop at all our foreign embassies, while I was with the Expendi- 
tures Committee of the House—every foreign embassy. The only 
thing they are interested in is the economy of that particular nation, 
never thinking for a minute about the economy of this Nation and what 
it has cost us to do al] these things, or of any reciprocity in what we 
might get from those nations. I know what we are driving at. It has 
just come to a place where it is not only with respect to Members of 
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the Congress but also with respect to the citizens of the country, there 
s a question of what we are getting in return. I see two questions. 

[ have asked vou a fair question, sir. 

Mr. Syran. I think I have answered the one question, which is the 
question of the matter of the rates. When you go into the other 
question as to the return, of course, I think that is getting a little 
beyond. That is a matter of international policy. It gets beyond me. 

Mr. Bonner. It does not involve international policy. 

Mr. Syran. Well, only insofar as transportation is concerned 
[ do not make the policy, at all 

Mr. Bonner. All right, sir; that is al! IT want to ask. 

Mr. Totuerson. Are there any further questions? Mr. Dorn? 

Mr. Dorn. Yes, sir 

If this bill would help the American merchant marine now, why do 
you suggest that we wait 6 months to find out what one of the de “part- 
ments might sav? Do you not think that this bill could be amended 
within 6 months by the next Congress? 

Mr. Syran. Well, I would say again, from my original statement 
if the language was what we have now 

Mr. Dorn. Well, the language is what you have now. 

Mr. Syran. No, sir; it is not. It goes far beyond the language of 
what we have in the current statute. If the language were identical 
with what we have now, we would say tha. was only a ques.ion of 
evaluating the validity of going fully with it. 

Mr. Dorn. Your objection, then, is with this cross-trading business? 

Mr. Syran. I think that the cross-trade business is the main 
»biection made 

Mr. Dorn. Well, it is the only objection? 

Mr. Syran. Yes, at the moment, for what we have. 

Mr. Dorn. How much business do we do in this cross-trade situ- 
ation about which you are talking? 

Mr. Syran. I do not know, actually, if we go into it. And we did 
not, in the main, really pay dollars for it. This is usually a foreign- 
currency movement. The figure, as it stands today, may not be over 
several hundred thousand dollars for iy year. It may be $250,000. 

Mr. Dorn. Is it negligible, then, to put this entire bill, then, on 
the basis of a few hundred tons 

Mr. Syran. That is what it has been deemed to be, more or less: 
but gg coreg a4 we buy 


Mr. Dorn. When you say it might be more, tell us some specific 
instance in W — hit might be more. 
Mr. Syran. I don’t know. It would depend on the appropriation 


and what the program actually develops, as to what commodities are 
voing to be used. 

Mr. Dorn. What local programs could develop? 

Mr. Syran. The uncertainties of world conditions. 

Mr. Dorn. Do you know of any specific program that could 
develop? 

Mr. Syran. No, I cannot forecast that, sir. 

Mr. Dorn. What programs have we had in the past 6 months, in 
which there has been this cross-trade? 

Mr. Syran. Generally speaking, the movement of fertilizer. There 
has been fertilizer from Europe going out to the Far East, and there 
have been movements of sugar from certain places in the Far East, 
destined for Middle East ports 
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Mr. Dorn. How much fertilizer? 
Mr. Syran. Well, I say, all told, it probably did not run more 
than about 160,000 or 170,000 tons. 

Mr. Dorn. And on that basis, you object to the whole bill? 

Mr. Syran. No, no; I am not objecting to the whole bill. I am 
objecting to the bill in its present form, because it goes beyond what 
we have 

Now, there is another basis, also. This is a trade. I think it is 
only fair to state that the foreign-flag operators have been in this 
trade for a long time. I think this is embarking into really a new 
policy statement, and goes beyond the 1936 act declaration of policy. 

Mr. Dorn. In what you have said here this morning, are you 
stating it for Governor istassen? 

\ 
Ir. SyraNn. Yes, sir 

Mr. Dorn. What language would you want incorporated in the 
bill? 

Mr. Syran. The language as it exists in our present section 111 
a) (2) as amended by this, and in a proposed bill in 1949 

\Ir. Dorn. What is the difference in cost actual cost with re spect 
to those few hundred thousand bits of cross cargo? 

Mir. Syran. Well, sir, the cost, if we paid for it in dollars, might 
be the difference between $5 and $10 a ton, in dollars, where dollars 
are not now being paid 

Mr. Dorn. Well, isn’t it always more costly to ship goods in 
American-owned vessels? 

Mr. Syran. Oh, ves; we recognize that, and I think I indicated, 
Mr. Dorn, that we recognize it; and we recognize a differential 
We recognize that it is big; but when you get to double the rate, by 


reason of inability of one’s vessel to be in position to pick up a cargo, 


then you are really going really very high, because you are not only 
doubling the rate, but you are also paying dollars where you would 
not pay dollars before. Here is a total volume of currency, because, 
now, vou are paving the equivalent in dollars, at double the rate 

Mr. Dorn. In other words, you would say it was inadvisable for 
us to improve the merchant marine in its various foreign operations 
and give it additional ability to meet competition in overseas and 


cross-trade commerce? 


Mr. Syran. No, sir. I do not want to give that impression 
Mr. Dorn. This would stimulate it, would it not? 
Mr. Syran. I doubt that. I think it would work here and there 


It would be inimical to other maritime countries than would be 
friendly to us. It would be embarking into a new type of effort, and 
I think that when the cross-trade business ended, that would be the 


end of that. It would not give them a foothold, shall we Say, for the 
possibility of building on their own a cross-trade business It is not 
their ability. It is because of the higher cost factors It is not a 


question of the lack of efficiency in operation, but there are price 
differentials. You see, it is a situation 

Mr. Totuerson. Thank you very much, Mr. Syran 

We have two other witnesses on the agenda, but we will not be 
able to get to them this morning. One is Mr. Kalijarvi Is that the 
way you pronounce it? 
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Mr. Kauisarvi. That is correct. 

Mr. To.tterson. And Mr. Whitman. Is Mr. Whitman here? 

Mr. Wuirman. Yes, Mr. Chairman; I am here. 

Mr. To.uerson. Could you two gentlemen be back tomorrow 
morning? 

Mr. WuitTMan. Yes. 

Mr. To.tierson. We will recess, then, until tomorrow morning, at 
10 o’clock. 

(Whereupon, at 12:02 p. m., June 25, 1954, the hearing was recessed 
until 10 a. m. tomorrow, Thursday, June 24, at 10 a. m.) 
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THURSDAY, JUNE 24, 1954 


Unrrep Sratres Housb or REPRESENTATIVES, 
CoMMITTEE ON MERCHANT MARINE AND FISHERIES, 
Washington, D. C. 

The committee met, pursuant to call, at 10:10 a. m., in room 219, 
Old House Office Building, Hon. Thor C. Tollefson presiding. 

Mr. Touuerson. The committee will come to order for continua- 
tion of the hearings on S. 3233. Congressman George Miller of 
California was here to make an appearance in support of the legisia- 
tion, but was called to his own committee meeting which was in 
session this morning; so we will insert his statement at this point 
in support of the bill. 

(The statement of Congressman Miller is as follows:) 


STATEMENT OF CONGRESSMAN GEORGE P. MILLER 


Chairman Tollefson and members of the Merchant Marine and Fisheries 
Committee, I thank you for the privilege of laying before the Committee on 
Merchant Marine and Fisheries arguments in support of the bill S. 3233, by 
Senator Butler.of Maryland, or any other bill incorporating the principles of the 
Butler bill. 

This bill in effect would require that at least 50 percent of the cargo of American 
products shipped to friendly nations and allies to stimulate their economy and 
assist them in their struggle against communism, be carried in American bottoms 
to the extent they are available. 

The adoption of this legislation would assure the American merchant marine 
of a volume of cargo that would help stabilize it. This industry has been treated 
like a stepchild for the past decade. 

We need a smoothly functioning merchant marine to properly support our 
overall economy. If we are going to build overseas markets to absorb our surplus 
productive capacity we must have the ships to deliver our goods to foreign coun- 
tries. We cannot be put at the mercy of the rest of the world by depending on 
this important segment of business on the vagaries of the nations that control 
world shipping. 

I am conscious of the splendid fight that you, Mr. Chairman, have led in try- 
ing to correct this bad situation. I am proud to have been associated with you 
in it. 

As a member of the Armed Services Committee of the House of Representa- 
tives I am mindful of another pertinent and all-compelling reason why this bill 
to stabilize our merchant marine should be passed. 

The American merchant marine is an increment of our defense structure. It 
is not an appendage, as some would have us think, whose functions can be 
absorbed or replaced by some other agency of the Defense Establishment. It is 
as indispensable as any other facet of that structure 

Unfortunately, there are those among us in the Congress who fail to grasp this 
axiomatic truth. They do not seem to realize the importance of logistics in modern 
warfare. 

The money wasted during World War I and World War II in hurriedly trying 
to build a fleet of merchant ships to meet the exigency of the war would have 
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aintained a fleet of vessels in readiness with the attendant contribution to our 
rade and e I 1917 late 
An adequate merchant marine is more than a fleet of ships It is the terminals 
from whic hev operate, the harbors, the docks, and other facilities to maintain, 
I a at 
A by 4 . t the all-important know how t » Operate construct and keep the 
Ships a rie re Make pa merchant marine than do engines 
and cars make a railroad he ancillary services are all-important 
t skills by failing to exercise them can last in the 
We boast of America’s ability to produce but it 
caus have pt alert and are constantly expanding our production that 
i i i re l 
i e¢ 1 I erchal marine so that we can preserve the know-how 
rf a re ¢ ployment to the men who possess the intricate 
and build boat [hese skills can be dissipated and melt 
| ( | ple realize 
\W I r il if e cargo for our ships and surely offeri: 
‘ ‘ 1 i] ( \ frie ‘ illies is letrac 
i i ir 
l ] } | 


Mr. Totuerson. Our next witness is Mr. Klemmer, Deputy 
for Economic Affairs, Department of State. 


] 


\ 
Will you identify yourself and proceed with the statement? 


STATEMENT OF HARVEY KLEMMER, ACTING DIRECTOR, OFFICE 
OF TRANSPORT AND COMMUNICATIONS POLICY, DEPART- 
MENT OF STATE 


Mr. KLemMer. My name is Harvey Klemmer. I am Acting 
Director, Office of Transport and Communications Policy, Department 
of State Mr. Chairman, Mr. Kalijarvi has asked me to express his 
re rets to the members of th committee at his inability to be here this 
morning He nad another engagement which unfortunately he was 

e to breal He has asked me to read his statement, and to 


is to the best of my ability which you may care to 


iswer any questiol 


The purpose of this bill is to strengthen the American merchant 
marine The Department of State does not question this objective; 
in fact, the Department welcomes an opportunity to reaffirm its 
support for a merchant marine adequate LO OUul strategic and com- 
mere ial needs 

The D partment of State, along with other agencies of the Govern- 
ment, testified against S. 3233 in the Senate. Although S. 3233 as 
passed is an improvement over the original bill, the Department is 


still concerned over the possible adverse effects of this legislation not 


only on the merchant marine but on other seoments of the economy as 
well 

{mong the many responsibilities which the Department of State 
must discharge is that of protecting the legitimate commercial interests 


of all United States industries engaged in exporting and importing 
American goods and services. It is the Department’s belief that the 
rreatest protection for, and benefit to, our foreign trade as a whole 
lies in the expansion of world trade through the development of a 
healthy, international commercial atmosphere. This is a matter of 
vital concern to the United States, the world’s largest trading Nation 
This concern, therefore, for a mutually beneficial international 
exchang i goods and services Is a practical and a selfish one 
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There is one point which I cannot overemphasize: When we talk 
about foreign trade, we are not talking about abstract ideas or theories. 
We are talking about the American goods, the American workers, the 
American capital and the American know-how which make up that 
part of our economy which is engaged in the export and import of 
goods and services. 

On the exporting side we are talking about such industries and 
commodities as agricultural machinery, pharmaceuticals, petroleum 
products, sewing machines, electrical equipment, automobiles, tires, 
cotton, tobacco, fruit, grain, meat products, and so on. At the same 
time, the United States must import a great variety of essential raw 
materials. 1 don’t think I need to belabor this point, but I do want 
to emphasize the importance to this Nation of our foreign trade 
It follows that one of the Department’s most important tasks is to 
preserve an atmosphere which will best enable us to sell the goods 
we produce and buy the essential raw materials that we need. 

The very fact the Department of State has the responsibilities I 
have referred to makes it essential that any proposal relating to the 
discharge of one responsibility must be carefully evaluated for its 
possible effect upon all the others. The American merchant marine 
represents one of the industries which make up the sum total of our 
foreign trade. Theretore, the Department must consider this bill 
terms of its possible effect upon the overall trade picture 

Without going into any great detail, | believe it is accurate to say 
that there is a basic distinction between this bill and existing cargo 
preferences. This bill would not only substantially broaden existing 
cargo preferences, but would enact them into permanent legislation. 
The great mi jority of existing cargo pre ferences are te mporary in 
nature, in that they have been written into legislation containing dates 
of termination. ‘This bill, therefore, would make it very clear to all 
nations that the United States has accepted the cargo-preference prin- 
ciple as a permanent part of its maritime statutes. 

In recent vears, the Department of State has been engaged in the 
difficult, tedious, and at times unrewarding, task of seeking the re- 
moval of various restrictive and discriminatory practices against the 
foreign trade of the United States. This task is not only necessary 
to protect United States interests abroad, but is part of the Depart- 
ment’s foreign economic policy goal of encouraging a healthy atmos- 
phere for world trade. 

In the field of shipping, restrictive and discriminatory practices by 
foreign countries have taken various forms. American shipping com- 
panies have evidenced great concern over such practices. They know 
better than we what such discriminations can do to their interests. 
Without any qualification, I can say that whenever a report is received 
by the Department regarding a discrimination, and it is verified, eve ry 
appropriate effort is made to obtain the removal of that discrimination. 
While we have not succeeded in all such efforts, the Department has 
been successful in obtaining the removal or relaxation of most of the 
discriminations encountered. 

Unfortunately, there is one type of shipping discrimination with 
which we have had little success. It is the application of the 50-50 
principle to quasi-governmental and even to commercial cargoes by 
other nations. The Department has vigorously protested such dis- 
criminations and has answered references to analogous United States 
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practices by pointing out that our cargo preferences for the most part 
are temporary in nature and apply ‘only to Government-owned or 
financed cargoes. Obviously this argument will lose force if our 
practices are broadened and put on a permanent basis. 

What we are talking about here is the obvious trend toward the use 
of cargo preferences. Certain nations have indicated a desire to halt 
this trend and preserve the element of private initiative and private 
ente _— in the field of ocean transportation. Certain other nations, 
notably those newly entered in the field of ocean transportation, have 
indicated a tendency toward increasing government control over theu 
merchant shipping. This tendency is best evidenced by their eager- 
ness to employ cargo preferences. The example of the United States 
in this matter may well determine whether private initiative or 
government control will eventually prevail in this field. 

The Department of State believes that merchant shipping should 
provide the maximum scope for private initiative and private enter- 
prise, consistent with national security. The allocation of cargo 
by government decree is a step in the direction of greater governmental 
control of ocean transportation. 

This is no idle fear on the Department’s part, nor does it reflect any 
idealistic notions. Rather, it is a sober appraisal of the hard facts 
of life as we deal with them every day. 

Mr. Dries. Mr. Chairman, couldn’t we let him place the statement 
in the record, so we can spend our time asking questions? I thmk 
for the sake of brevity here that we could ask him some questions. 

Mr. Totierson. I know that some of the other witnesses want to 
do that. I have not suggested that to Mr. Klemmer because he is 
substituting for Mr. Kalijarvi. I didn’t know whether he was familiar 
enough with it. 

Mr. Dries. I have read his statement. I can read it and get more 
out of it. 

Mr. To_terson. Whatever the witness wishes to do. 

Mr. Kiemmer. Well, I have no great desire to read this, Mr. Dies. 

Mr. Dries. As far as I am concerned, I have read it. It is a good 
statement. We can spare you that long process. 

Mr. Kiemmer. I am over half-way through. 

Mr. Totierson. Will you proceed with the reading. I had thought 
that inasmuch as you were substituting for Mr. Kalijarvi you would 
pre ‘fer to read it. 

Mr. Kuemmer. Possibly I’d better do it, so as not to get in trouble 
with my boss. 

Mr. Totierson. You may read it. 

Mr. Kiemmer. Thank you. I might be useful at this point to 
consider the possibility that other nations which possess certain 
mineral or agricultural resources, vital to our economy in peace and 
war, may simply decree, on the basis of the cargo-preference principle, 
that such materials must be exported in national vessels or in the 
vessels of a given corporation. 

This is not mere speculation. Efforts are being made right now to 
implement just such a cargo preference scheme in at least one impor- 
tant oil producing country with respect to its petroleum exports. 
American petroleum companies and tanker operators are seriously con- 
cerned over the consequences of this form of cargo allocation and have 
expressed their concern to the Department. 
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I am talking here of the agreement between Mr. Onassis and the 
Saudi Arabian Government to form a private company to operate a 
tanker fleet under the Saudi Arabian flag. This new agreement seems 
to be to us like cargo preferences carried to their ultimate conclusion, 
with certain exceptions. This agreement gives the rate set by Mr. 
Onassis priority in the shipping and processing of all oil and oil 
products out of Saudi Arabia. 

As presently interpreted the agreement may provide a virtual 
monopoly of Saudi Arabian oil shipments. As the committee is 
aware Saudi Arabian oil is being developed by the firm known as 
Aramco, which is made up of four of the largest American oil com- 
panies. These companies take a very serious view of this agreement, 
as does the Department of State, of course. 

he Department has protested this agreement as a violation of the 
concession rights. I might add that had S. 3233 been passed in its 
original form, the Department would have been in the embarrassing 
position of protesting an action which would have been entirely possi- 
ble under the original terms of this bill. 

(Letter in reference to above by Mr. Klemmer is as follows:) 

DEPARTMENT OF STATE, 
Washington, July 6, 1954. 
Hon. THor C. To.ierson, 
Acting Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives. 

Dear Mr. Touuerson: In my testimony on 8. 3233 on June 24, 1954, before 
vour committee I referred to the tanker agreement between the Saudi Arabian 
Government and Mr. Aristotle Onassis. Since then a published statement by 
the Jidda Chamber of Commerce and Industry has been received, which I believe 
may be of interest to you. 

This statement, referring to the opposition of the British Chamber of Shipping 
to the agreement, is as follows: 

“Let the Chamber of Shipping take into account the position of the Govern- 
ment of the country to which Aramco belongs; i. e., that half the oil must be 
carried in ships flying the United States flag. In Congress now discussion is 
taking place with the intention of increasing the percentage of imports to be 
carried in United States ships from 50 percent to 75 percent. In fact, the national 
awakening shown in the American Congress has influenced many of its members 
to call for 100 percent carriage in United States ships. This is a higher percentage, 
as certified in the text of the Saudi agreement, than that which is enforced with 
regard to the transport of Saudi petroleum. The present Saudi measures con- 
cerning transportation certify that the percentage will not exceed 65 percent.”’ 

This quotation, notwithstanding obvious, factual errors, illustrates why the 
Department of State is concerned about the possible international repercussions 
from the type of legislation represented by 8S. 3233. It is not inconceivable, 
that this form of cargo preference will be resorted to by other nations, each in 
turn justifying the reasonableness of its actions by pointing to the example of 
the United States. 

Sincerely yours, 
HARVEY KLEMMER, 
Acting Director, Office of Transport and Communications Policy 


Mr. Kiemmer. The indications are that efforts are being made to 
establish this type of cargo preferences in several other countries. We 
know of at least three other countries which have been approached to 
make similar agreements, giving their oil, or share of their oil, to cer- 
tain shipping countries which would be set up under the flags of those 
countries and where there would have been set up an arrangement 
for the paying of royalty of so much per ton on each ton of oil shipped 
out of the country. If this sort of thing should spread, there would 
be no reason why other countries producing iron ores, bananas, coffee, 
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chrome, manganese, or what have you, that could not apply the 
same principle of setting national flags and saying by law that a 
certain percentage of all those cargoes had to move in the ships of 
their country. That is why we are so concerned about the extension 
of this principle at this time. 

The cargo preference principle, whether for profit or the desire to 
support national merchant fleets, could be applied by any country to 
anv number of commodities—petroleum, iron ore, manganese, chrome, 
nitrates, tin, and for that matter, even coffee or bananas. The list 
is endless. If carried to its logical cor.clusion, such a practice would 
have nations attempting to transport 50 percent, or 75 percent or 
even 100 percent of the cargo entering and leaving their ports. Trade 
would decline because of increased costs and the enforced rigidity 
of the means of transportation and, in the long run, every trading 
nation would suffer. Surely, neither the American merchant marine 
nor the Nation as a whole would find any comfort under such condi- 
tions 

Of course, some will say that if some conditions arise it will be up 
to the Department of State to stop them; that is the Department’s 
job. Without appearing unduly pessimistic, let me say that once the 
vicious cvcle of competitive discriminations is started, stopping it 
before any real damage is done is much easier to say than to accom- 
plish. Sovereign nations cannot order each other to cease their 
respective practices. Results in this field are obtained through mu- 
tual consent and cooperation. Moreover, the probable worst offenders 
in this field would be nations which receive little or no aid from the 
United States, thus leaving little bargaining in this respect. 

Up to now, I have concentrated on the possible international 
repercussions if this bill is enacted into law. Repercussions which the 
Department believes would adversely affect our entire foreign trade 
as well as the American merchant marine in the long run. It might 
be useful at this point to consider the fact that our basic merchant 
marine problems are long range problems. On the other hand, our 
aid programs are temporary and getting smaller each vear. This bill 
proposes to solve a long range prob lem with short range, declining 
means. Apart from the international consequences, such fluctuating 
and temporary means should not be relied upon as a foundation for 
so vital a segment of our defense structure as our merchant marine. 

With the obvious decline in our aid programs it is apparent that 
cargo preferences will prove of decreasing value to our merchant marine 
as a source of cargo. Therefore, it is only a matter of time until the 
principle must either be abandoned as valueless, or extended to all 
cargoes touched by the hand of the Government and perhaps finally 
to all United States imports and exports. The first alternative prom- 
ises only te ner wry benefits and the second alternative promises grave 
consequences for the merchant marine and for our foreign trade as 
a whole. 

It is the Department’s view that support for an adequate merchant 
marine should be open, direct, and subject to periodic review by the 
Congress. In his message to Congress on foreign economic policy, 
the President stated that: 

* * * we must lave a merchant marine adequate to our defense requirements. 
I subscribe to the principle that such support of our merchant marine as is required 
for that purpose should be provided by direct means to the greatest possible extent. 
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More recently, the President requested the Department of Commerce 
to study the extent to which direct means can be utilized to maintain 
an adequate merchant marine. It is hoped that this study will pro- 
vide long-range answers to a difficult, long-range problem. Pending 
the completion of the Department of Commerce’s study, the Depart- 
ment of State believes that any action on 8S. 3233 would be premature 

[I am not here to say that the United States cannot restrict the car- 
riage of such cargoes to its own vessels. Of course, it can. But that 
isn’t the question. The question is whether or not it would be helpful 
or harmful in the overall picture to United States trade and to our 
merchant marine. 

As I stated in my opening remarks, the Department of State fully 
supports a merchant marine adequate to our strategic and commercial 
needs. We would, however, be less than honest if we came before 
this committee and failed to tell you of the dangerous repercussions 
which in our experience and judgment are embodied in the cargo- 
preference principle. The Department, therefore, in all conscience, 
cannot support the enactment of S. 3233. 

This statement has been cleared with the Bureau of the Budget, 
which has no objection to the Department’s position. 

Mr. Chairman, formal representations in writing have been made 
to the Department of State by nine foreign governments with reference 
to the proposed bill. I have with me copies of these letters which the 
committee may wish to make a part of the record. 

see i 4 47.) 

Mr. Toututerson. Thank you, Mr. Klemmer. 

Mr. Ray. May we have the names of those nations? 

Mr. Totierson. Would you mind calling off the names as they 
came to you? 

Mr. Kiemmer. Notes have been received from the following nine 
countries: Finland, Norway, Federal Republic of Germany, Sweden, 
United Kingdom, Netherlands, Italy, Spain, Denmark. 

I might say in all my vears of experience I have never seen so many 
notes in such a short time. 

Mr. Rosgson. Did the Department request the notes or did they 
come in voluntarily? 

Mr. Kuemmer. They came in voluntarily. 

Mr. Dorn. Are you sure of that? 

Mr. Kuemner. Yes. 

Mr. Dorn. Couldn’t some other department, other than yours, have 
suggested the notes? 

Mr. Kuemmer. I doubt it. They could, of course, but I doubt it. 
It isn’t done very often, or usually, and I might say we get many 
notes without having to stipulate any. 

Mr. Toiuerson. There is something that disturbs me on the 
Department’s position. I note in your statement, speaking for the 
Department, in the very first paragraph, vou say the Department 
welcomes an opportunity to reaffirm its support for a merchant marine 
adequate to our strategic and commercial needs. We hear the same 
kind of statement from other departments. 

What kind of support has the State Department ever given to our 
merchant marine? 

Mr. Kitemmer. Well, we think we may have done more for the 
merchant marine than any other department, Mr. Tollefson. 

Mr. Touuierson. I’d appreciate knowing what they are. 
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Mr. Kiemmer. For twenty-odd years the Department of State, 
as you know, has been fighting vigorously for an increase in foreign 
trade through the negotiation of reciprocal trade agreements, and 
through other measures. We have no way of measuring it, but I 
suppose literally hundreds of millions of dollars in extra freight rev- 
enues have accrued to the American merchant marine over that 
period—-possibly some billions, as a result of the increase in foreign 
trade which has taken place as a result of these measures. We spe ind 
a great deal of time trying to encourage two-way travel between 
countries, and the American merchant marine, of course, gets that 
share of the travel 

Mr. To.tuterson. Well, in those activities of the State Department, 
was it the State Department’s objective to help the merchant marine 
or were the merchant marine benefits simply incidental to some other 
objectives of the State Department? 

Mr. Kitemmer. Well, our objective, of course, was to increase trade, 
and to increase travel. and the merchant marine was one of the bene- 
ficiaries of course 

Mr. Totterson. What prompted me to make my remark, or to ask 
my question was that this type of statement, which is given not only 
from the State Department but from some other departments is quite 
common; and in the few years I have been a Member of Congress, | 
have failed to see where anybody does other than give lip service to 
the proposition that they support an adequate American merchant 
marine 

Mr. Kiemmer. Well, I can’t tell you off hand of any legislation 
we have sponsored. Generally speaking, Maritime is the agency 
responsible for the development of the merchant marine. We work 
closely with them. It seems that we have to come up here more in a 
negative way than in a positive way, I agree. 

Mr. Totterson. You make reference in your statement to cargo 
preference. All the bill asks for is the carriage of American sponsore ed 
cargoes to the extent of 50 percent in American-flag ships. Now, you 
say that is a preference—that we prefer our ships to those from the 
foreign nations if we are willing to give them half of our cargo. 

Mr. Kiemmer. What we are up against in this situation is this: 
first off I believe the American ships are getting half now, and we 
would be happier if the boat were not rocked at this point, especially 
in view of the fact that the President has asked the Secretary of 
Commerce to make a study of this very thing. The problem is if we 
apply it only to aid cargoes the next thing you know it is in the 
twilight zone field. There is a vague twilight zone in cargoes all 
over the world. 

First you have outright aid cargoes; then you have cargoes which 
result from the Government making a loan, which is covered by Public 
Resolution No. 17; the next thing is you have private banks making a 
loan, but the Government guarantees the loan; and you have the 
situation where the Government makes an arrangement for a loan 
which is then floated through private banks. Those are all Govern- 
ment-stimulated cargoes in a way. Then you go a little further into 
the twilight zone and you have a situation such as we are up against 
now with a certain foreign country, where this country is buying 
agricultural machinery in the United States—a large order—which 
the American manufacturers were very anxious to get in competition 
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with European manufacturers; and they were not in a position to 
insist on a shipping position. So this foreign country imports this 
agricultural machinery in its own vessels because its government 
owned their cargo. But we then discover they are selling the agri- 
cultural machinery to private farmers. And we said, “That is not 
government-owned cargo; that was just a dodge to get this cargo on 
your ships.”” And they say, “Oh no, we are buying it on government 
money, and we are selling it to the farmers at a loss.’”’ In other words 
it is a subsidy, and they are trying to get their farmers mechanized. 

When we import cargoes for stockpiling purposes, the policy is to 
ship them in United States ships. 

Mr. Toutuierson. Is that pursuant to any legislation in Congress? 

Mr. Kuemmer. No; that is done administratively; and I would be 
much happier if—and we agree with the Department of Commerce 
in their statement that it would cause us a lot more difficulty than if 
these things were done administratively. 

‘o far as I know, nobody has kicked about this stoc kpiling pro- 
gram. : is just natural that Government ships cargo in its own 
ships to a logical extent, if not exclusively. The minute you pass 

law, you are up against these things all over the world. 

Mr. Totterson. These nine nations that you mentioned—do they 
give cargo preferences to their own government cargo, or to their 
own national cargo? 

Mr. KiemmMer. | was interested in Congressman Bonner’s ques- 
tion yesterday—was it—when he asked if it were not a fact that all 
nations do have legislation like this so that its merchant marine 
was favored over other ships in this way. We don’t know of any 
nation that has legislation of this kind. 

Mr. Totterson. What about policy and practices? 

Mr. Kremer. Well, I would say as a practical matter most gov- 
ernments would ship most government-owned cargo in their own 
ships because they have a shipping industry, and they have labor to 
consider just as we do. 

Mr. TouLerson. In other words, you’re perfectly willing for them 
to do it. 

Mr. Kiemmer. Well, they don’t have any laws so far as we know. 

Mr. Toutuerson. I can’t for the life of me see the difference. If I 
thought for 1 minute the departments of our Government would 
follow the policy of shipping 50 percent of the cargo in American 
bottoms—I know they have done it with respect to relief cargo—if I 
thought they would do it without this legislation, I certainly ‘for one 
would not propose it. 

Mr. Kuemmer. Well, Mr. Tollefson, of the MDAP cargo, 65 per- 
cent is going in privately owned United States vessels and 7 percent 
in United States Government-owned vessels; and on the stockpiling 
75 to 80 percent is going in United States vessels. 

Mr. Toiierson. That’s right. 

Mr. Kremer. And the only time they use foreign vessels is when 
United States ships are not available. 

Mr. Totierson. Why do they carry that much in American bot- 
toms? 

Mr. Kiemmer. Just Government policy. 

Mr. To.__erson. But they don’t want it in the form of legislation? 

Mr. Kitemmer. Well, it makes our job harder. 
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Mr. Totterson. You mean to say that the foreign nations dis- 
tinguish between what is legislation and what is the policy of the 
rovernment? 

Mr. Kiemmer. Well, we haven't had a single kick so far as I know 
on the stockpiling program. 

Mr. Dies. Mr. Chairman, I can see a big difference. You write a 
bill and nations think that here is an ironclad policy. You give them 
something to shoot at; whereas if the State Department treated with 
these countries under reciprocal arrangements, it seems to me that it 
would be much better off. If they will do it. Now, the question is: 
will they do it anyway? That is what I am interested in. If they 
are doing it, | don’t think we should have legislation on it. 

Mr. Totierson. If I were sure they would do it, I would not be so 
much interested in the legislation 3ut I must say, very frankly, 
that had it not been for the 50-50 legislation in the years past, that 
same set of ficures would not have been presented to this committee 


vesterday. But that is my personal opinion 

Mr. Kuemmer. It is quite possible 

Mr. To.tterson. Now, you speak about the tendency toward in- 
creasing the Government control over the merchant shipping in 


foreign nations. I just can’t refrain from making a comment here. 
| think that is a tendency in our own Nation, not because of the 50—50 
legislation but because of a lip service given to our American mer- 
chant marine, and not the actual support of our American merchant 
marine, in the United States and I have reference to MSTS operations. 
Congress will appropriate money without much question or the con- 
struction of vessels by the military or by the MSTS. When it comes 
to appropriating money for the construction of privately owned vessels 
under our subsidy program we have a difficult time. As a matter 
of fact, in the last vear’s budget we didn’t have a dime. So I 
see, through the neglect of our American merchant marine by our 
Government, the possibility of a Government-owned-and-operated 
merchant fleet in the vears ahead 

That is my comment, 

Are there any questions, Mr. Bonner? 

Mr. Bonner. What is the difference between the utilization by 
the State Department of American-flag ships, and the personnel trans- 
portation, and Military Sea Transport? 

Mr. Kiemmer. What is the difference between the 

Mr. Bonner. How do you divide your passenger and your cargo? 

Mr. Kiemmer. Well, our people are required by law to go on 
United States ships, and as a matter of policy. 

Mr. Bonner. Your people don’t use MSTS at all? 

Mr. Kimmmer. I am not sure. 

Mr. Bonner. Then you’re not sure? 

Mr. Kiemmer. Whether some of our people use the Transport 


I don’t know of any. I believe, as a general thing, we use privately 
owned 

Mr. Bonner. Isn't it a fact or not a fact that in the foreign-aid 
carriage the American operators are continuously complaining about 
the discrimination in the types of cargo? 


Mr. KLemMer. You mean, discrimination against their ships? 
Mr. Bonner. Yes. Certain cargoes have more freight than other 
cargoes You understand what I mean 


RF ore 


WATERBORNE CARGOES IN UNITED STATES-FLAG VESSELS 4] 


Mr. Kremer. I am afraid I don’t 

Mr. Bonner. Well, then, vou don’t understand that certain 
eargoes carry a higher freight than other cargoes and certain cargoes 
are bulk cargoes? 

Mr. KiemMer. Yes, sir. You mean on the aid cargoes; ves, they 
have sometimes complained—sometimes in the early days 

Mr. Bonner. It has been a continuous complaint? 

Mr. Kuemmer. | believe that has been pretty well sorted out 

Mr. Bonner. You say it has been pretty well sorted out. It did 
exist at one time didn’t it? 

Mr. Kiemmer. The company said it did and I assume it did 

Mr. Bonner. It did exist Was their complaint a continuously 
complaining at one time? 

Mr. KuemMer. Yes, in the early days there was complaint 

Mr. Bonner. Who brought it out to light and insisted on a fair 
distribution of the cargo? 

Mr. Kiemmer. Well, of course, we didn’t have the responsibility 
for it. MSA did it under Colonel Svran. But I expect the people 
on the Hill may have helped. 

Mr. Bonner. This committee has been continuously under that 
matter since we have been giving away everything. We have been 
continuously under that 

Mr. Kiemmer. Well, I don’t think I ought to get into it. 

Mr. Bonner. That has just passed. That is the reason I raised 
the question. 

Mr. Kuemmer. Well, we have never had the responsibility 

Mr. Bonner. Well, you set a lot of policy You bring about a 
great influence over those who are doing these things. You suggest 
where they should go and what should be done? 

Mr. Kiemmer. On that one Congress, of course, sets the policy, 
and ECA and NSA and now FOA, of course, have the responsibility 
of carrying out your policy in the matter; and I think they have done 
a magnificent job actually. 

Mr. Bonner. Do you know how much the British Government 
centralizes their merchant marine and what influence they bring to 
pass on account of their rates? 

Mr. Kuemmer. Well, so far as we know, there are practically no 
subsidies paid to the British merchant marine, and the Department 
of State—- 

Mr. Bonner. Let me stop you right there 

Mr. Kuemmer. Yes 

Mr. Bonner. You mean that private operators build all their 
British-flag vessels and operate them without British subsidies? 

Mr. Kuemmer. Yes; that is right. There are two small subsidized 
services in the British merchant marine; but those connect the west 
coast of Scotland with some outlying islands where the evidence would 
be without fuel and food without the service. You can’t run it com- 
mercially ; so the Government gives a small subsidy to these companies. 

Mr. Bonner. So you are positive that indirectly and in manner does 
the British Government subsidize the British merchant marine. 

Mr. Kuemmer. So far as we know, the British Government is not 
subsidizing the British merchant marine at the present time. 

Mr. Bonner. It does not influence the carrying of British commerce 
in British-flag ships? 
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Mr. Kiemmer. That is another matter. I am sure if the British 
Government had a preference, so to speak, in most instances, it would 
use a British ship. I might tell you this, that there is constant com- 
plaining among the British ship owners about the extent to which the 
British Government is using foreign ships. That is both in the Baltic 
and in the Mediterranean. In the Baltic, the British owners of small 
tramps claim they are being driven out of business by the Finnish 
ships which are being employed to bring pitch to the nationalized 
coal industry. 

Mr. Bonner. Do you know of any country which gives certain 
preferences to its flag vessels for carrying of their own commerce, or 
gives preference to its ships over the flag vessels of other nations? 

Mr. Kuemmer. Well, I’d be less than honest if I did not state to you 
that I think all governments would, as a matter of being subject to 
political pressure right at home, utilize their own ships mostly. That 
does not mean that they would never give a cargo to a foreign ship. 
They do, largely. But the British Government meee a great 
many flag ships for transportation of Government cargoes. I don't 
think they don’t favor their own ships. I am sure in my own mind— 
I don’t have any statistics—but I am sure in my own mind it would 
tend to. But there are a really large number of foreign flag ships used. 

Mr. Bonner. If we didn’t have an available merchant marine, 
what difference would there be in the case of our ocean rates? 

Mr. Kuemmer. Well, I wouldn’t have any idea whether the rates 
would go up or down. It might go either way. A merchant marine 
is a great insurance against being caught short in war, of course. But 
in peacetime, when there is a surplus of shipping of many flags, all 
looking for traffic, the rates go down very low. Right now, of course, 
foreign tramps are carrying cargo for less than the rate charges by 
American tramps because of their lower costs. 

Mr. Bonner. What principal nation do we carry as much as 50 
percent of their freight? 

Mr. KitemmMer. What principal nation? 

Mr. Bonner. Do we carry as much as 50 percent of their imports 
and exports? 

Mr. Kiemmer. Well, there are three areas in which the American 
merchant marine carries more than 50 percent of the total cargo. 

Mr. Bonner. What principal nation? 

Mr. Kuemmer. Well, the American merchant marine does not go 
out into the world and carry cargoes for other nations, as vou know. 

Mr. Bonner. I am not speaking about the nationalized cargo. I 
am speaking about the commercial cargo. 

Mr. Ktemmer. We only run trades between the United States and 
foreign countries. 

Mr. Bonner. That is about the only place we could run. Is there 
any place else that we could run? 

Mr. Kuiemmer. We could run between foreign countries if the Con- 
gress will appropriate large sums of money for subsidy. 

Mr. Bonner. When you say that we only operate between this 
country and foreign countries 

Mr. Kiemmer. Yes. 

Mr. Bonner. Is there any other place they could run? 

Mr. Kuemmer. You could if they pay enough subsidy. 

Mr. Bonner. Where could you go? 
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Mr. Kiemmer. Anywhere in the world. 

Mr. Bonner. That is what | mean by foreign countries. 

Mr. KiemMmer. We could run between Britain and Argentina. 

Mr. Bonner. Oh, I understand what you mean. 

Mr. Kuiemmer. There is no restriction. The ports of the world 
are open to the ships of the world, but the Government, very wisely, 
in our opinion, has up to now not seen fit to subsidize American ships 
to run between two foreign countries. 

Mr. Bonner. This does not have anything to do with the general 
commercial transactions of the nations, This only deals with what 
we are giving away, and what we sell on loose credit, and so forth. 
That is all. 

Mr. Kremer. As I explained, it is our right when we are giving 
cargo away we can carry it away. And we can do anything we please 

Mr. Bonner. Isn’t it fair to ask, since we are giving it away, that 
half of it or a portion of it, should be hauled by our ships? 

Mr. KiemMer. I don’t think there is anything wrong about it. 
We just question the wisdom of enacting it. 

Mr. Bonner. Has anybody else ever given away any fair percentage 
of what we have given away? 

Mr. Kiemmer. No, I don’t think so. I can’t recall any nation 
I can’t recall any country having given away to the extent we have. 

Mr. Bonner. So then, what would be the complaint from some 
other country if we are so generous and ask that part of it be trans- 
ported in our own ships? 

Mr. Kiemmer. Well, gentlemen, I have never heard a foreign 
country complain about this 50-50 not being fair. 

Mr. Bonner. Have you ever heard any foreign country complain- 
ing because some other country received more from the giveaway 
program than they did? 

Mr. Kuemmer. Well, I personally have not. But I understand 
such complaints have been made. 

Mr. Bonner. That is all it was down there—complaining that the 
State Department was showing preference to one country and another. 
I am merely bringing this up, and still dwell on the fact that here we 
are giving some thing away or selling on loose credit—credit that you 
and I would not go into—and I just don’t see how you can argue that 
it isn’t fair or right, that it interferes with any other negotiated 
activity. This is something and apart. If we were talking about 
requiring our industrial people to ship this way, if we were offering 
some preferences to industrial producers to ship—which is done in 
other countries, as I think you know—other countries offer to their 
industries certain concessions if they ship on their flag vessels; you 
know that exists, don’t you? 

Mr. Kuemmer. No; I don’t. 

Mr. Bonner. Well, have you talked to the trade in this business? 

Mr. Kiemme_r. Yes; I live with the trade. 

Mr. Bonner. I mean the people that operate the American-flag 
ships. 

Mr. Kiemmer. We get complaints about once a week about 
discriminations; we don’t regard this at all as a question of morals. 
It is our absolute right to carry 100 percent of it if we wanted to. I 
think any country would be very poorly advised to question that 
right. We don’t think it is wise because the thing is spreading 
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alarmingly all over the world. It is spreading into the twilight zones 
and into the commercial cargo. 

The country of Chile right now has legislation pending to force 55 
percent of all exports and imports to Chilean ships, and when another 
country protested to Chile, the other country was informed that 
Chile was doing it because it was the policy of the United States. 

Mr. Bonner. That is general cargo? 

Mr. Kremer. That’s right 

Mr. Bonner. This is giveaway cargo. 

Mr. Kiemmer. | know it 

Mr. Bonner. I will ask you one more question, and I am through. 
Do you have any objection in the point to point transportation of 
petroleum cargoes for the national defense by privately owned vessels? 

Mr. Kiemmer. Well, I don’t think we should be asked to comment 
on that 

Mr. Bonner. Well, it is in this piece of legislation. You are object- 
ing to the bill. That is in there. 

Mr. Kiemmer. Yes. I think that is a matter that lies between the 
Department of Defense 

Mr. Bonner. You object to the bill. 

‘Mr. KLemMeErR. Well, we are not objecting to that 

Mr. Bonner. We have 87-some laid-up tankers owned by private 
citizens, and the Government is operating 40-some tankers from the 
reserve fleet in point to point transportation of petroleum products. 
Now the Hessel: is simply just bringing to pass the situation 
where private industry is paying for the reserve fleet. 

Mr. Kiemmer. Well 

Mr. Bonner. And going into commercial activities of transporting 
petroleum for national-defense purposes in competition with private 
industry. It is in the bill. Do you object to that part of it? 

Mr. Kiemmer. On that part of the bill, we will not comment, if it 
is all right with vou. 

Mr. Bonner. It is the general — against the bill? 

Mr. Kuemmer. We have objected to the bill as a policy matter. 
But we can’t comment on eve ry aspect or every consequence on it 

Mr. Bonner. Well, is it a general policy of the State Department 
that you are more interested in the economy of other nations than you 
are in the economy of the United States? | 

Mr. KiemMer. No, sir; no, sir 

Mr. Bonner. Well, I will tell you what I heard in all your foreign 
embassies. It is an open statement that they are trving to improve 
the economy of the individual nation which they are in and they 
don’t pay any attention to the United States. Now, I have heard 
that with my own ears in all your embassies abroad. 

Mr. KuemMer. You gentlemen have provided a good many billion 
dollars for that express purpose of building the economy of other 
nations 

Mr. Bonner. But I don’t want to forget our own economy and our 
own people in your effort to improve and purify the world. 

Mr. Kiemmer. | can assure vou, sir, that we are only interested in 
foreign economy as they affect the American well-being. 

Mr. Bonner. That is all, Mr. Chairman. 

Mr. Touierson. At this point the nine diplomatic notes which Mr. 
Klemmer referred to will be made a part of the record with T. V. 
Kalijarvi’s statement. 
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(The matter referred to is as follows:) 


STATEMENT OF THORSTEN V. Kauisarvi, Deputy ASSISTANT SECRETARY FOR 
Economic AFFAIRS, DEPARTMENT OF State, BEFORE THE House MERCHAN' 
MARINE AND FISHERIES COMMITTEE WitH Recarp To S. 3233, May 23 
1954 


The purpose of this bill is to strengthen the American merchant marine. The 
Department of State does not question this objective in fact the Department 
welcomes an opportunity to reaffirm its support for a merchant marine adequate 
to our strategic and commercial needs 

The Department of State, along with other agencies of the Government, 
testified against S. 3233 in the Senate Although 8S. 3233 as passed is an improve- 
nent over the original bill, the Department is still concerned over the possible 








adverse effects of this legislation not only on the merchant marine but on other 
segments of the economy Bs well 

Among the many responsibilities which the Dey 
charge is that of protecting the legitimate commere 


rtment of State must dis- 






interests of all United 
States industries engaged in exporting and importing American goods and services 
It is the Department’s belief that the greatest protection for, and benefit to, our 
foreign trade as a whole lies in the expansion of world trade through the develop 
ment of a healthy. international commercial atmosphere TI is a matter of 
Vital concern to the United States the world’ largest trading nator This 
coneern, therefore, for a mutually beneficial international exchange of goods and 
services is a practical and a selfish one 

There is one point which I cannot overemphasize When we talk about foreign 
trade, we are not talking about abstract ideas or theories We are talking about 
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the Ameri 


ican know-how which make up that part of our economy which is engaged ir 





an goods, the American workers, the American capital and the Amer 


the export and import of goods and services On the exporting side we 





talking about such industries and commodities as agricultural machinery, phar 
maceuticals, petroleum products, sewing machines, electrical equipment, auto- 
mobiles, tires, cotton, tobacco, fruit, grain, meat products, and so on. At the 
same time, the U1 ited States must import a creat variety of essential raw mate- 
rials | don’t think | need to belabor this point, but I do want to emphasize 
the importance to this Nation of our foreign trade It follows that one of the 
Department’s most important tasks is to preserve an atmosphere which will 
best enable us to sell the goods we produce and buy the essential raw materials 

iat we need 

The very fact that the Department of State has the responsibilities I have 
referred to makes it essential that any proposal relating to the discharge of 
one responsibility must be carefully evaluated for its possible effect. upon all 
the others. The American merchant marine represents one of the industries 
which make up the sum total of our foreign trade. Therefore, the Department 
must consider this bill in terms of its possible effect upon the overall trade picture 

Without going into any great detail, I believe it is accurate to say that ther 


is a basie distinction between this bill and existing cargo preferences. This bill 
would not only substantially broaden existing cargo preferences, but would 
enact them into permanent legislation. The great majority of existing cargo 


preferences are temporary in nature, in that they have been written into egisla- 
tion containing dates of termination. This bill, therefore, would make it very 
clear to all nations that the United States has accepted the cargo-preference 
principle as a permanent part of its maritime statutes 

In recent years, the Department of State has been engaged in the difficult 
tedious, and at times unrewarding, task of seeking the removal of various re- 
strictive and discriminatory practices against the foreign trade of the United 
States. This task is not only necessary to protect United States interests abroad, 
but is part of the Department’s foreign economic policy goal of encouraging a 
healthy atmosphere for world trade 

In the field of shipping, restrictive and discriminatory practices by foreign 
countries have taken various forms. American shipping companies have evidenced 
great concern over such practices. They know better than we what such dis- 
criminations can do to their interests. Without any qualification, I can say that 
whenever a report is received by the Department regarding a discrimination, 
and it is verified, every appropriate effort is made to obtain the removal of that 
discrimination. While we have not succeeded in all such efforts, the Depart- 
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ment has been successful in obtaining the removal or relaxation of most of the 
discriminations encountered 

Unfortunately, there is one type of shipping discrimination with which we 
have had little suecess. It is the application of the 50-50 principle to quasi- 
governmental and even to commercial cargoes by other nations. The Depart- 
ment has vigorously protested such discriminations and has answered references 
to analogous United States practices by pointing out that our cargo preferences 
are temporary in nature and apply only to Government-owned or financed 
cargoes. Obviously this argument will lose force if our practices are broadened 
and put on a@ permanent basis. 

What we are talking about here is the obvious trend toward the use of cargo 
preferences. Certain nations have indicated a desire to halt this trend and pre- 
serve the element of private initiative and private enterprise in the field of ocean 
transportation. Certain other nations, notably those newly entered in the field 
of ocean transportation, have indicated a tendency toward increasing government 
control over their merchant shipping. This tendency is best evidenced by their 
eagerness to employ cargo preferences. The example of the United States in this 
matter may well determine whether private initiative or government control will 
eventually prevail in this field. 

The Department of State believes that merchant shipping should provide the 
maximum scope for private initiative and private enterprise, consistent with 
national security. The allocation of cargo by government decree is a step in the 
direction of greater governmental control of ocean transportation. 

This is no idle fear on the Department’s part, nor does it reflect any idealistic 
notions. Rather, it is a sober appraisal of the hard facts of life as we deal with 
them every day It might be useful at this point to consider the possibility that 
other nations which possess certain mineral or agricultural resources, vital to our 
economy in peace and war, may simply decree, on the basis of the cargo preference 
principle, that such materials must be exported in national vessels or in the vessels 
of a given corporation. 

This is not mere speculation. Efforts are being made right now to implement 
just such a cargo preference scheme in at least one important oil producing country 
with respect to its petroleum exports. American petroleum companies and tanker 
operators are seriously concerned over the consequences of this form of cargo 
allocation and have expressed their concern to the Department. 

The cargo preference principle, whether for profit or the desire to support 
national merchant fleets, could be applied by any country to any number of com- 
modities—Petroleum, iron ore, manganese, chrome, nitrates, tin, and for that 
matter even coffee or bananas. The list is endless. If carried to its logical con- 
clusion, such a practice would have nations attempting to transport 50 percent, 
or 75 percent or even 100 percent of the cargo entering and leaving their ports. 
Trade would decline because of increased costs and the enforced rigidity of the 
means of transportation and, in the long run, every trading nation would suffer. 
Surely, neither the American merchant marine nor the Nation as a whole would 
find any comfort under such conditions. 

Of course, some will say that if such conditions arise it will be up to the Depart- 
ment of State to stop them; that is the Department’s job. Without appearing 
unduly pessimistic, let me say that once the vicious cycle of competitive dis- 
criminations is started, stopping it before any real damage is done is much easier 
to say than to accomplish. Sovereign nations cannot order each other to cease 
their respective practices. Results in this field are obtained through mutual con- 
sent and cooperation. Moreover, the probable worst offenders in this field would 
be nations which receive little or no aid from the United States, thus leaving little 
bargaining advantage in that respect 

Up to now, I have concentrated on the possible international repercussions if 
this bill is enacted into law. Repercussions which the Department believes would 
adversely affect our entire foreign trade as well as the American merchant marine 
inthe longrun. It might be useful at this point to consider the fact that our basic 
merchant marine problems are long-range problems. On the other hand, our aid 
programs are temporary and getting smaller each year. This bill proposes to 
solve a long-range problem with short-range, declining means. Apart from the 
international consequences, such fluctuating and temporary means should not be 
relied upon as a foundation for so vital a segment of our defense structure as our 
merchant marine 

With the obvious decline in our aid programs it is apparent that cargo prefer- 
ences will prove of decreasing value to our merchant marine as a source of cargo. 
Therefore, it is only a matter of time until the principle must either be abandoned 


—_ 
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as valueless, or extended to all cargoes touched by the hand of Government and 
perhaps finally to all United States imports and exports. The first alternative 
promises only temporary benefits, and the second alternative promises grave 
consequences for the merchant marine and for our foreign trade as a whole 

It is the Department’s view that support for an adequate merchant marine 
should be open, direct and subject to periodic review by the Congress. In his 
message to the Congress on foreign economic policy, the President stated that: 
“* * * we must have a merchant marine adequate to our defense requirements 
] subscribe to the principle that such support of our merchant fleet as is required 
for that purpose should be provided by direct means to the greatest possible 
extent.’’ More recently, the President requested the Department of Commerce 
to study the extent to which direct means can be utilized to maintain an adequate 
merchant marine. It is hoped that this study will provide long-range answers to 
a difficult, long-range problem. Pending the completion of the Commerce Depart- 
ment’s study, the Department of State believes that any action on 8S. 3233 would 
be premature. 

I am not here to say that the United States cannot restrict the carriage of such 
cargoes to its own vessels. Of course it can. But that isn’t the question. The 
question is whether or not it would be helpful or harmful in the overall picture 
to United States trade and to our merchant marine. 

As I stated in my opening remarks, the Department of State fully supports a 
merchant marine adequate to our strategic and commercial needs. We would, 
however, be less than honest if we came before this committee and failed to tell 
you of the dangerous repercussions which in our experience and judgment are 
embodied in the cargo preference principle. The Department, therefore, in all 
conscience, cannot support the enactment of 8S. 3233 

Mr. Chairman, formal representations in writing have been made to the Depart- 
ment of State by nine foreign governments with reference to the proposed bill 
I have with me copies of these notes which the committee may wish to make & 
part of the record 


EMBASSY OF NORWAY—AIDE MEMOIRE 


On March 31, 1954, 2 bills were introduced into the Congress of the United 
States, 1 by Senator Butler and | by Representative Tollefson, with the purpose 
of making permanent, through amendment of the Merchant Marine Act of 1936, 
certain principles for United States flag participation in the ocean transportation 
of Government-financed cargoes. 

The two bills, S. 3233 and H. R. 8659, provide in effect that 100 percent of 
cargoes procured, contracted for, or otherwise obtained for the account of the 
United States, or furnished to, or for the account of any foreign nation, must be 
carried in United States flag ships, and that relief from this requirement is only 
obtainable if the Secretarv of Commerce, after public hearings, finds and certifies 
that United States flag ships are not available in sufficient numbers or in sufficient 
tonnage capacity, ete. In any event at least 50 percent of such cargoes must be 
transported on privately owned American ships. It seems likely, however, that 
the provision for public hearing will, in practice, preclude the participation of 
other flag ships, even to the extent of 50 percent, in such shipments. 

The bills further provide to restrict the use of ships registered under the flag of 
a third country, regardless of the desire of the consignor or the consignee 

The Norwegian Government is of the opinion that restrictions in the form of 
cargo preference measures of any kind are detrimental to international trade and 


commerce. The bills now before Congress represent a most disturbing step in 
the direction of hampering the free interchange of shipping services which must 
be international, not bilateral, in character. Barriers set to the free movement 


of shipping will also tend to increase the cost of ocean transportation. 

Should the bills become law, they would have the most serious consequences 
for the Norwegian economy, because of the peculiar structure of the Norwegian 
shipping industry. The Norwegian merchant marine has traditionally been 
engaged to the extent of more than 85 percent in trading between foreign countries 

The recurrent appearance of more and more restrictive legislation in the shipping 
field is considered by the Norwegian Government to embody a very dangerous 
tendency, not only by its direct effect on the operational conditions of international 
shipping but also because of the precedent it establishes and because it encourages 
similar measures by other countries. Such legislation, wherever it originates, 
can only lead to detrimental consequences for world shipping and world seaborn 
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trade and further frenerate retaliatior This might also affect adversely the 
American merchant marine 

The Norwegian Government has noted with interest the recent recommenda 
tio by the Commission on Foreign Economic Policy to the President and the 


Congress to the effect that restrictive measures upon shipping should be loosened 
rather than tighter j This principle is also subscribed to in the President’s 
program for a foreign economic policy 


The Norwegian Government considers the proposed legislation as contrary to 
the principles of liberalization and nondiscrimination in international trade and 
shipping which have been adopted by member countries of the Organization of 
European Economic Cooperation with the encouragement of the United States 
Government, and held to be essential to the prosperity and well-being of the free 
world It would be regrettable, indeed, if the United States should take steps 


which w 1 endanger the implementation of these fundamental principles. 

It therefore hoped that the United States Government will earnestly consider 
t N gian Goverment’s strong obiectior and deep concern relative to the 
pro posed ‘ = LLIO! 


\ipE-MEMOIRI 


It ha rought t e ki ige of the Legation of Finland that a bill has 
hex ntroduced the Senate of the United States by Senator Butler of 
Mar Aa 1 t the purpose to p vila permanent legislatio ror the transporta 

1 substa il portion of Government-financed cargoes in United States-flag 

é ‘ ) i a r the \Mler an Marine Act of 1936 \ similar legislative 
‘ i ‘ en 1 he H of Representatives 

l Senate bill, S. 3233, provides in fact that whenever e United States 

for. or otherwis« ain for its own account, or shall furnish 

t e account of a fore uti a equipment, materials, or commodi 

1) materia or commodities shall be transported exclusively 

i | i Sta 1 ( r bill stipulates that an ex 

! rule i e ma I ase the Secretary of Commerce after 

} url finds and certifi tha e foreign commerce of the United States 

| ted, or that United States-flag vessels are not available in sufficient 

‘ 1 ' ifficient tonnage capacity ete But, also in this case at least 

) me f such cargor ull be transported on privately owned United States 

( to the extent h vessels are available at fair and reasonable rates The 

: ‘ ion for pu hearl will, however, most likely prevent any partici 

vessel these transportations 

| espect of the participation of ships registered under the flag of a third 

ll restricts their e to cases where the consignor and the consignee 
ns of hye own registry available for the purpose 

[t is the opinion of the Finnish Government that these bills now introduced in 
t I ted States Congress constitute a dangerous attempt to impose new restric- 
{ the free interchange of shipping services in the international trade 
Barrier this kind will evidently not only increase the costs of ocean transpor- 
tat but a lead to similar discriminatory measures taken by other nations 
i ler to protect the interest of their shipping industries. The principle of 
lit y t of the international trade recommended bv the ( ommission of 
Foreig momiec Poliev and supported by the Government of the United States 
w cert not be furthered by the proposed legislation which on the contrary 
tends to violate the principles of liberalization and nondiscrimination which are 
fundament or a more free international trade 

T ‘ 


I vi the above it is sincerely hoped that the Government of the United 
ted da ¢ . 


es would take appropriate notice of the serious concern of the Government of 


S 
Finland in respect of the proposed legislatior 


WASHINGTON, D. ¢ May 12, 195 


DipLoMATIC MISSION OF THE FEDERAL REPUBLIC OF GERMANY 
AIDE- MEMOIRI 


On March 1, 1954, Senator Butler introduced a bill (S. 3233) in the Senate 
8 litaneous with a similar bill (H. R. 8659) of Representative Tollefson in the 
House of Representatives to amend the Merchant Marine Act of 1936 with the 
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objective to provide legislation for the transportation of a substantial portion of 
waterborne cargoes in United States-flag vessels. 

In principle, these bills, if enacted, would require all aid cargoes to be carried 
in United States-flag vessels, subject only to waiver to 50 percent for the flag of 
the recipient countries after public hearing by the Secretary of Commerce. If 
correctly understood, the provisions under review would cover cargoes originating 
within the United States and possessions and offshore cargoes as well 

It may be pointed out that no legislation of this or a similar nature exists in the 
Federal Republic of Germany in the field of marine transportation, and American 
shipping can unequivocally participate in traffic offered for shipment in West 
German ports 

rhe intended legislation is also contrary to the recommendation of the Con 
mittee on Foreign Economic Policy (Randall Commission) in its report to the 
President, dated January 23, 1954 Che Commission recommended ‘‘that the 
statutory provisions requiring use of the United vessels for shipments 
financed by loans or grants of the United States 
repealed.”’ 

The measures provided in the bills, when set into force, will undoubtedly deliver 





nent and its agencies be 


an unfortunate example to other countries and encourage them to promote restric- 


tions with the result that the free commercial intercourse would severely be 
hampered 

In view of these consequences the diplomatic nission of the Federal Republic 
of Grermany wise to bring to the attention of th 1 nited States Government its 
ae p concern in regard to the bills propost d 

W ashingto1 D. ¢ May 3, 1954 

EMBASSY OF SWEDEN \leEMORANDUM 
Iwo identical bill to amend the \lerchant larine Act. 1936. to provide 


permanent legislation for the transportation of a substantial portion of water 
borne cargoes in the United States-flag vessel—S. 3233 and H. R. 8659—were 


troduced into Congress on the 3lst of Mareh 1954 ihe bills reportedly cor 





a proposal to extend the so-called 50-percent rule and to enaet the new regula 


as an amendment of permanent character 





The Swedish Governme which considers the 50-perecent rule now in practice 
detrimental to the cause of the international freedom of shipping, has noted 
this ney le PISIALIVeG DrOoposi | A hie} de eS not see! LO avret I tl e recomnmel da 
tions on shipping by the Randall Commission—with at concern lf adopted 
by Congress, the bills would damage not only Swedish shipping directly but would 


lation in 





furthermore set a dangerous precedent for similar protectionist 
other countries; American legislation of this kind could thus be expected to be 
invoked by countries wisbing to adopt discriminating shipping policies Such 
an international development would evidently cause damaging effects to all parties 
concerned by seriously hampering international shipping, which probably would 
tend to increase shipping costs and have other undesirable effects as well 

It is the hore of the Swedish Government that these objections to the proposed 


legislation will be seriously considered by the United States Government 


WASHINGTON, 1). C., May 4, 1954 


AipE MEMOIRI 


Presented to BNA-—Mr. Hamilton by Mr. Hancock, assistant shipping attaché 


British Embassy on May 3, 1954 


Reference is made to the bills, S. 3233 and H. R. 8659, introduced into Congress 
on March 31 to amend the Merchant Marine Act, 1936, to provide permanent 
legislation for the transportation in United States flag vessels of water-borne 
cargoes in which the United States Government either directly or indirectiy are 
financially interested 

2. The United States Secretary of State will be aware from the memorandum 
handed to the United States Secretary of the Treasury by the United Kingdom 
Chancellor of the Exchequer on April 24, 1953, of the importance attached by Her 
Majesty’s Government to the principle of the freedom of shipping to compete in 
free and fair competition in international trade, and the serious impact on the 
economy of the United Kingdom of any departure from that principle. Her 
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Majesty’s Government accordingly welcomed the recommendations on this sub- 
ject in the report of the Randall Commission. The proposals in the bills now 
before Congress appear to constitute a complete negation of the letter and spirit of 
these recommendations and Her Majesty’s Government assume that they accord- 
ingly do not have the support of the United States administration. 

3. On a point of detail it is noted that the first proviso in the bills appear to 
contemplate, as a matter of principle, that carriage of cargoes of the types men- 
tioned above should be reserved exclusively to United States flag vessels, and that 
relief from this overriding principle is possible only after the holding of public 
hearings Further, the second proviso amounts to regulation by legislative means 
of the employment of third-country flag ships, irrespective of the choice or desire 
of the consignee or consignor. On practical grounds alone the administration of 
the provisions of these bills would appear to create very serious difficulties and 
uncertainties 

1. Apart from the general objections to the enforced distortion of normal 
shipping patterns, one of the most disquieting features of the bills is the implica- 
tion in the words “‘* * * shall furnish to or for the account of any foreign nation 
* * *”’ These words seem to imply that transactions of any kind, where the 
United States Government has any interest, however remote, or has in any way 
acted as an intermediary, could fall within the scope of the proposed legislation. 
Her Majesty’s Government would view such an interpretation with the gravest 
concern, since it would result in the introduction of divcriminatory shipping prac- 
tices into transactions of any ordinary commercial nature. 

5. The United States Government will not have overlooked the probability that 
these proposals, if adopted, would undoubtedly encourage the introduction by 
other countries of similar discriminatory shipping measures to an extent far greater 
than those now existing. Already certain countries have cited the practices intro- 
duced by the United States Government in connection with mutual aid cargoes 
as a pretext for imposing discriminatory conditions in connection with their own 
national fleets. These practices on the part of other countries, whether retaliatory 
or not, affect adversely the United States merchant marine as well as the merchant 
fleets of other countries whose shipping is engaged in international trade. 

British EMBAssyY. 
WasuHinaton, D. C., May 3, 1954. 


AIpDE- MEMOIRE 


With reference to the bills, 8S. 3233 and H. R. 8659, recently introduced into 
Congress to amend the Merchant Marine Act, 1936, to provide permanent 
legislation for the transportation in United States’ flag vessels of waterborne 
cargoes in which the United States Government are financially interested either 
directly or indirectly, the attention of the Secretary of State may be drawn to 
the views of the Netherlands Government as expressed hereunder. 

The principle of the freedom of shipping to compete in free and fair competi- 
tion in international trade has constantly been maintained as one of the main 
features of the economic policy of the Netherlands Government. This freedom 
of shipping is deemed a sina qua non for the deployment of the activities of the 
merchant marine of the Netherlands and the efficiency and economic soundness 
of shipping in general. 

The recommendations on this subject in the report of the Commission on Foreign 
Economie Policy were therefore warmly welcomed by the Netherlands Govern- 
ment as a token of growing understanding in this field and it was sincerely hoped 
that legislation in accordance with these recommendations would be initiated. 

It is noted, however, with disappointment and concern that the provisions of 
the bills now before Congress are contrary to the recommendations of the Com- 
mission on Foreign Economie Policy and tend to interfere with the principle to 
which the Netherlands Government attaches such great importance. 

This concern is the more sincere since it is to be feared that an example, set 
by the world’s most important maritime nation, will be used all too eagerly by 
certain other nations as a pretext for introducing discriminatory practices for the 
benefit of their national merchant marine. 

Apart from the fact that such measures by other countries will constitute a 
certain menace to United States merchant shipping, their effect on those countries, 
which depend to a large extent on shipping activities will comparatively be much 
more severe. 
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It would seem moreover from the wording of the bills referred to above that the 
proposed legislation could be applied to transactions of any kind where the United 
States Government have any interest however remote. If this interpretation 
should be correct it is to be feared that normal commerical tranactions will be 
greatly affected and discriminatory shipping practices will be introduced in this 
field as well 

It is for these reasons that the Netherlands Government regret to impart to 
the Secretary of State their grave concern about the consequences of the bills 
now before Congress once they have become law. 

NETHERLANDS EMBASSY. 

WasHINGTON, D. C., May 6, 1954. 





MEMORANDUM 


(a) There are presently pending in Congress two identical bills, S. 3233 and 
H. R. 8659, which aim to the enactment on a permanent basis of legislations for 
the transportation of a substantial portion of waterborne cargoes on United 
States flag vessels. 

(b) These bills contain many restrictive features which would appear to be 
at variance with the foreign trade policies of the administration, as embodied 
also in the recommendations of the Randall Commission and, possibly, in violation 
of nondiscriminatory provisions included in the trade and navigation treaties 
stipulated between the United States and other nations, like Italy. 

c) The adoption of these bills would broaden and intensify the scope of cargo 
preference provisions contained in a number of United States foreign aid laws, as 
they would probably affect the transportation also of materials off-shore procured, 
surplus of agricultural commodities, stockpile materials and even goods procured 
through the guarantee of the convertibility of foreign currencies 

(d) Moreover, among the restrictive features are requirements which might 
easily create a situation according to which the so-called 50-50 principle might 
become a 100 percent principle. 

e) The Italian Government has always viewed with great concern the applica- 
tion of a clause which might encourage in the maritime countries tendencies and 
practices of flag discrimination. Italy is a country which is highly dependent on 
seaborne trade and as such it has historically been building up a maritime trade 
and a merchant marine which assure important returns in its balance of payments 
Any hardening of the present restrictive practices, which are already dangerous 
enough as an encouragement to flag discrimination, would make this danger 
worldwide more acute and would therefore be viewed with the utmost concern 
by the Italian Government. 

(f) Moreover, the aggravation of the present practices would decrease the 
dollar returns which might otherwise be earned by the Italian merchant marine 
and increase therefore the difficulties that Italy still faces with regard to the dollar 
deficit of its balance of payments. 


WASHINGTON, D. C., May 7, 1954. 





DEPARTMENT OF STATE, DIVISION OF LANGUAGE SERVICES 


[Translation ] 
Embassy of Spain 
No. 119 

The Embassy of Spain presents its compliments to the Department of State 
and has the honor to state that bills H. R. 8659 and 8. 3233, identically worded, 
presented on March 31, 1954, to the House of Representatives and the Senate, 
respectively, for the purpose of amending the Merchant Marine Law of 1936, have 
been viewed with some alarm in Spanish circles interested in the matter 

The reason for this concern is that, if approved, the above-mentioned bills will 
mean an increase in the use of American freighters, since they would be assigned 
goods purchased in other countries, agricultural surpluses, and products for the 
purchase of which any system of United States Treasury assistance is used, includ- 
ing the simple guaranty of convertibility 

This Embassy is aware of the reasons that have led to the presentation of these 
bills, but at the same time it deems it advisable to state that if these bills become 
law the purchasing power of Spain in this market will be appreciably restricted, 








52 WATERBORNE CARGOES IN UNITED STATES-FLAG VESSELS 


because of the consequent expected reduction in dollars for payment for services 
that can be rendered by Spanish ships 
The Embassy of Spain avails itself of the opportunity to renew to the Depart- 
of State the assurances of its highest consideratio1 
Initialed.) 
VW { ) 1). ¢ Tune 8 105 


DENMARK—AIDE MeEMoIRI 








() e 3 f March two idk al bills, S. 3233 and H. R. 8659 to amend the 
I ‘ la Act of 1936 ( roduced into ¢ gre 
enor of the 1 D1 see to be that any cargo resulting from a trans- 
4 e | ed Sta Go rnment has had any part whatsoever shall 
rans] ed exe ve mn private ywwned United States flag commercial 
secretary of Commerce after pub hearing finds and certifies 
proper Government agency that foreign commerce of the United States 
be promoted | permitting the use of foreign vessels or that privately owned 
{ ( » té flag commercia ( ire not avallabtle n sufficient numbers or 
iL rat reasonable ites [1 any i 0 percent ol such Cargzoe 
i ry ransported on privately owned I nited States flag vessels to the extent 
tha essels a available at fair and reasonabl es Furthermore, it 
see { ry mntemplated ir pril Ne TO exel 1 the use of snips regi tered under 
a thind count whether or not this in accordance with the desire 
ra d 
s iown tl Government considers any preferential treat 
( \ led natior sels as a dangerous infringement of the traditional 
freed pping Any violation of this principle adversely affects 
Oo Dy »a considerable part of Danish income of dollars 
und ¢ fo exchange is earned by Danish ships participating in international 
ocean transportation under time charter and otherwise 
The Dar (,overnment otea nh great terest tha tne ‘Randall Commis 
> months ago in its recommendations on shipping endorsed the principle of 
f ym of pping proposing that provisions requiring the use of United States 
es or shipments financed by loans or grants of the United States Govern 
repealed The Preside Ss message to Congress on foreign economic 
licates a similar point of view as the policy of the administration 
[It is the opinion ot the Danish Government that the so-called 50 percent rule 
applied b he United States has already set a dangerous precedent which has 
ione | to encourage similar practices in other countries \ chain reaction 
ich policies would eventually, by seriously hampering inter- 
al shipping, cause material difficulties also to United States shipping and 
er interests Should the proposed legislation, S. 3233 and H. R. 8659, be 
udopted Congress, the damaging effects to all parties concerned brought about 
1 chain reaction will be seriously increased 


For that reason the said two bills have caused grave concern to the Danish 
as already stated at the last meeting of the Working Group of the 
Sea Transport Committee in Paris. It is hoped that the objections of the Danish 


Government regarding S. 3233 and H. R. 8659 will be given serious consideration 


WASHINGTON, D. C May 4, 1954 


Mr. Auten. Mr. Klemmer, I should like to call your attention to a 
few statements which have been made before this committee, recently, 
as a basis for comment 

It was Admiral Leggett who made the statement that the most 
vulnerable spot in our defense effort was likely to be the lack of 
operating shipyards. Attention has been called to the fact that 29 
ships are on the ways, 26 off this year, and there are no orders pending. 
I think it was Admiral Good, speaking for the Chief of Naval Opera- 
tions, who reaffirmed Admiral Wilson’s statement that the existing 
merchant marine was short, by approximately 200 ships, of being 
sufficient to carry the initial lift in an emergency. 

In the statement which you read, on page 4, you say: 


It is the Department’s view that support for an adequate merchant marine 
should be open, direct support for the merchant marine 
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I cite that, in view of the fact that the only bill before the Congress 
that is for that support—or at least, one of the bills which is for that 
support—at the moment, is the one to which you are objecting... 

Mr. Kiemmer. Well, sir, we think it would be much better if this 
aid were as it was envisioned in the 1936 Merchant Marine Act, which 
everybody agrees was a very fine act, if it were in the forni of cash 
subsidies and in the form of construction differentials and in the 
operating differentials, extending it, if necessary, to more ships than 
we are now subsidizing. The other nations of the world have sort of 
gotten used to our 1936 act and to our system of direct subsidies. 
We are not having any trouble over that, now. 

We have had a lot of trouble over this 50-50, and it is going to get 
worse. It is spreading all over the world, and we just feel it is going 
to turn around and bite us, in the end. Also, it is open to other 
fields. That is the thing that bothers us. Countries are always 
putting folders on American goods. Just the other day, I heard one 
country was going to require that for each bale of American cotton 
that came into the country, they were going to have to buy a bale 
from some nondollar sources. That is the sort of thing we have to 
fight all the time 

Also, we have what you might call a quota system in shipping, 
which handicaps our efforts to get rid of quotas on American goods 
in other fields. In the field of aviation, there is quite a danger 
Other countries may want to supply certain percentages, or supply 
certain percentages of capacity; and we are resisting anything like 
that. We believe in freedom of the air and freedom of the seas 

Mr. Auuen. I think I see what you are resisting; but have you 
any proposal that will help the merchant marine, except the general 
proposal to build up the foreign trade of the United States and let 
the chips fall where they will? 

Mr. Kuemmer. We think it would be better if we were to do that 
in the form of outright subsidies appropriated by the Congress. 
There is also this angle, that there may be some question about the 
wisdom of tacking a ship-relief measure onto legislation intended for 
other purposes, like the disposal of agricultural surpluses. We are 
more interested in selling some of shone agricultural surpluses than 
foreign countries are in buying them; and if we put in a provision 
that they should import 50 percent or any other percent in our 
ships, and pay dollars, our chances of selling are reduced by that 
much. We would like to sell some of the ballast type. United 
Kindom is always in the market for that. 

Mr. Bonner. You are talking about selling. The Agricultural 
Act provides that you may meet world competition, that vou can sell 
on the world market, meeting the world price. The trouble is, with 
these stocks that have accumulated, that we have not done that 
Take the world price on cotton. That comes just a fraction below 
We did not do as I suggest. That is the reason these stocks have 
accumulated. They would have been sold, had the act been carried 
out as Congress provided. We would never have accumulated these 
stocks in the warehouses. 

Mr. Kiemmer. I may sav, Congressman Allen, in further relation 
to your question, that the De ‘partment of State cme supports 
that concept of merchant marine and the shipbuilding industry, 
which can be expanded in time of war to meet our needs 
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Mr. Auten. I favor that, but that is only a statement. But what 
we are getting at is, what are you going to do about it? You realize, 
I am quite sure, that all ships will operate if they have money with 
which to pay expenses, and cargoes or passengers to carry. Probably 
we can arrange the matter. I think there would be some difficulty 
about that, but this is an attempt to get part of the cargoes. 

How would you get cargoes into American ships, if you do not like 
this way? 

Mr. Kiemmer. Well, we are already getting them. What useful 
purpose is served, right now, by “rocking the boat’’ on this matter? 

Mr. AtLen. Let us go back a little, over the history of the thing. 
As I remember the statistics, after World War I, we were carrying an 
appreciable number of cargoes; and it fell down to next to nothing. 
Before the World War, I think it was something like 8 or 9 percent of 
all cargoes. 

Mr. Kuiemmer. That is correct. 

Mr. Auuen. Since World War II, it has dropped from 7 to 2.2 
percent. In the craft fleet, I think it is down to 18 percent. 

Mr. KiemMer. You are not going to get any more cargo through 
this bill, though. 

Mr. ALLEN. Just how is any merchandise going to leave this 
country, if it is Government-owned, unless half of it goes out in our 
ships? 

Mr. KitemmMer. What is going to happen, here, is that you are not 
going to get any more of the aid cargo; and to the extent that we 
encourage this trend toward cargo preferences and discrimination, we 
may lose some of the commercial cargoes, and, in the end, you are 
likely to have a system like this, where we are carrying aid cargo, and 
the other ships are carrying the pay cargo. And when the aid cargo 
comes to an end, then where are we? 

Mr. ALLEN. That is a good question. What is the answer? 

Mr. KiemmMer. It seems to us very unwise, as long as there is no 
complaint about the share being received by United States ships. 
It seems very unwise, and perhaps it is not right to “‘rock the boat,’ 
and to bring it up, and just encourage this trend abroad. 

Also, we feel that since the President has asked the Secretary of 
Commerce to look into the matter, it would be premature to pass 
legislation while that study that is promised is actually under way. 

Mr. Auten. Is that the study that was recently submitted by 
Secretary Murray? 

Mr. Kuemmer. This is another one. 

Mr. Auuen. Another one? 

Mr. Kiemmer. I am sorry to come up here and be so negative. 
| have worked for the merchant marine for 25 years, for the industry 
and for the Government, both; but, from where we sit, we just find 
it difficult to buy these things. 

Mr. Auten. Well, I can assure you that no one—and I think I can 
say this for the committee—has any desire to cut down the foreign 
trade of the country. But, on the other hand, this bill represents an 
effort to do something. We would like to do the best we can, with 
your assistance. But, very frankly, I do not see any alternative 
presented. 

Mr. Kiemmer. We feel there must be some question about a bill 
when all of the 6 or 7 agencies have testified against it. If we were 
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the only agency testifying against the bill, we might be mistaken. 
But the Defense Department and Commerce and Treasury, I believe, 
have opposed it—also FOA. 

Mr. ALLEN. Well, I might understand that a little more if they had 
not all come up here to say they were in favor of an adequate merchant 
marine 

That is all, Mr. Chairman. 

Mr. Totuerson. Congressman Dies? 

Mr. Dies. I think we all agree. I am trying to agree with the 
statement that we all feel that if we are going to give up all of this 
agricultural surplus, and one thing and another—our merchant marine, 
our ships could carry the major part of it, unless we can get from for- 
eign countries the equivalent in concessions. You agree with that, 
do you not? It is a general proposition that, if we are to give away 
billions of dollars worth of stuff, we certainly are entitled to carry 
the cargo, or at least a substantial part of it, on our ships. As 
general proposition, isn’t that correct? 

Mr. Kuemmer. Well, we agree that it is our right, when we are 
giving it away, to carry all we want to carry. 

Mr. Dies. That is right. 

Mr. Kuiemmer. We do not dispute that, and I do not think any 
beneficiary could dispute it. 

Mr. Dies. Now, that being true, the only question on that is how 
to get it, whether it could only be done by the Department, through 
diplomatic measures, with a lot of fanfare, or whether we should try 
to write a rigid law here that would announce to the world that we are 
putting strings on this thing. Isn’t that what it boils down to? 

Mr. KuemMer. Yes. ; 

Mr. Dries. It is a question of the best way to secure the results. 

Mr. Kuemmer. Of course, on this agricultural surplus deal, I be- 
lieve we are going to charge for those commodities. 

Mr. Dies. Part of them but the major part we are accepting pay- 
ment in foreign currency. 

Mr. Kuemmer. Yes. Well, this bill would not cover those, would 
t, because that is rembursement. You would take foreign currency 
and thus be reimbursed. 

Mr. Dries. That is correct. It is being considered as such. Of 
course, we are going to use the foreign currency, in turn, to give to 
them; but, theoretically, as I say, the point I am making is this: Is 
it the policy of your department, in administering this and in doing 
whatever you are supposed to do—is it your poliey to try to secure 
for our ships every possible consideration? Do you think, in other 
words, that without any legislation, you can as a general proposition 
secure at least 50 percent for our ships? 

Mr. Kuemmer. Well, we are not proposing that we abolish any 
existing legislation. 

Mr. Dies. I understand. I am talking about this legislation. 
Can you do, and will you do, as a matter of policy, what this legisla- 
tion proposes to do? 

Mr. Kuemmer. Well, we have laws, now, that cover aid cargoes, 
in separate aid measures. 

Mr. Dies. I am not trving to get at that. 

Mr. KiemMer. The only thing we are objecting to is “rocking the 
boat.’’ In other words, it is changing the thing, right now. 
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Mr. Dies. I understand that, and I think you have a good point, 
there; but what I am interested in learning from you is whether, 
whether, through administrative action—through policy and admin- 
istrative action—you can secure, without this legislation, what the 
legislation took over? 

Mr. KiemMer. You mean, if there were no laws, at all? 

Mr. Dies. Yes. Of course, you are bound by the laws 

Mr. Kiemmer. Yes 

Mr. Dries. And by other laws that exist. But what would this 
legislation do in the way of enabling you to accomplish it? 

Mr. Kiemmer. With S. 3233, of course, there wouldn’t be any 
room, there, for anything else to happen. The cargo would automat- 
ically go, at least 50 percent in United States ships, and we would not 
be in the picture at all There would be no wavy to enforce it. If there 
were no laws, of course, then the percentage of cargo that we would 
get would be in the lap of the gods 

Mr. Dries. Well, I admit, of course, first, that it is a pretty bad 
thing to pass legislation, where other people can retaliate. We are all 
talking about wanting foreign trade, but when we get down to paying 
the price for it, it is quite a different thing. Now, we know that we 
have got to do something to stimulate foreign trade. That is what 
evervbody says he wants. The United States Chamber of Commerce, 
the CIO, and everybody else are in favor of reciprocal trade agree- 
ments, something to stimulate it; but when we get down to specific 
instances and the practical measures, then we find that that is quite 
a different proposition 

Now, what | want to know is this: Say we do not pass this legisla- 
tion, at all; what will be the policy of your Department with respect 
to trying to secure at least 50 percent for us? 

Mr. Kiemme_r. If you do not pass this legislation, all existing legis- 
lation remains in foree, and United States ships will continue to get 
well over 50 percent of all Government cargo, which is in our favor. 

Mr. Diss. If we were to favor legislation, it would be simply to 
invite retaliation. Of course, I do not know; it may sound pretty 
good to say “pass a law, getting 50 percent’; but getting down to the 
real practical part of it, what I want to try to find out is what good 
this legislation does. I am interested in trying to secure as much as 
possible, now, for our commodities, to furnish employment for our 
people, and I think we are entitled to it. 

If we are going to give away our substance, we at least have a right 
to expect that our ships shall carry at least a substantial part of it. 
I do not see how any foreign nation can object to that. But I can 
understand that, if we were to pass a law at this particular time, it 
would be made the basis for retaliatory measures on the part of foreign 
rovernments; and that is what vou are fearful of; is it not? 

Mr. Kutemmer. Yes, sir. There is one practical benefit. We freely 
concede it might be simpler from the legislative standpoint to have 
one law, instead of having to put a rider on each of the aid programs 
as they come up. But, in view of the terrible international system 
in this field, right now, we just do not feel that that is sufficient to 
encourage this rising tide of cargo programs and 50-50, which right 
now is hitting the four large American oil companies right between 
the eves. We can see a situation developing where, within 8 or 10 
years, these 4 large oil companies will have nothing whatever to say 
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about the exportation of their own oil; and it will spread to other 
countries, and all over the world. You are going to have some 
questions that they would like to ask. We would have to say, “O. K 
you can have it, but it will be in our ships.”’ 

That is the real danger, and we do not think the immediate benefits 
of this bill are sufficient to compensate for that danger. It is seen 
in any of the nine notes 

The Spanish note—you know we are having trouble with Spain, 
trying to get Spain to buy cotton. Spain is a good customer fo1 
cotton, and we have loaned them some money with which to buy 
cotton They poimt out in the last sentence of their note that any 
thing which requires them to spend more dollars will naturally result 
in decreased purchases in the United States; and we know exactly 
what they are thinking about, because that is the one they cut off 
first You know that they recently stopped buying cotton. 

Mr. Dins. The fear seems to be expressed that the State Depart- 
ment is not as solicitous in looking after the interests of us American 
people—our agriculture, our labor, our American business—as it 


i 


oucht to be If that be true which | certainly am not saying or 
intimating is true—it would look to me as if the remedy is to get some 
more people down in the State Department gut I cannot conceive 


of anybody working in the State Department who would be more in- 
terested in helping a foreign government than in helping ours. 

If that situation exists, or if there is even any serious doubt about it, 
there is going to be a housecleaning. 

Mr. KiuemMer. | have never met anybody like that, in my 8 years 
with the State Department 

Mr. Dies. I am assuming that you gentlemen are interested—and 
I know you are—in protecting American ships and the American men 
who work on the ships. It would seem to me as though you are in a 
better position, by negotiation, to try to get the job done, than as if we 
were to undertake to pass rigid legislation here that would simply 
handicap you, since foreign countries which are anxious to have a 
quarrel with us, anyway, would use that as a pretext. They would 
say, ‘‘This is what you did.’ Is it not a fact that some of the foreign 
countries would like to have some sort of pretext? Well, I guess | 
had better not ask you that 

Mr. Kuemmer. Well, that is one of the things we are afraid of, that 
some of these countries which want to see 50-50 shipping legislation 
would stand for these quasi-official cargoes, first, and then go out-and- 
out on commercial cargoes afterward. The United States has a Sec- 
retary of State, and at least one country has already asnwered the 
protest of another country by saying that we did it, therefore they 
could do il 

Another thing that figures in this picture is that there is this trend 
toward socialism, and, more and more, in governments all over the 
world, the hand of government is in these cargoes at a lot of different 
places, with exchange controls, for example, and convertibilities, and 
their better position to deal in this field than we are in the field of out- 
right subsidies 

Uncle Sam—well, he could answer anybody, I suppose; but when 
you get into these schemes where the hand of government touches the 
situation in some way, where they decide that they have more controls 
than we do- 
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Mr. Dies. Is not the real theory of our trade, now, reciprocity? 
Are we not now operating on the principle of trying by agreement to 
adjust matters with foreign governments? Is that not what our policy 
is now? 

Mr. Kiemmer. Yes, sir. 

Mr. Dies. Well, if it is, why should not the matter of these cargoes 
come under that, just as everything else does pertaining to trade? 
Why shouldn’t that be the case? If we are to have a reciprocal trade 
arrangement, is it not more consistent to let the matter of the handling 
of the cargoes come under that, too, so we will be able to negotiate? 
It is possible not only to negotiate with respect to how much of a given 
product we will sell—or get—but also, with respect to how the products 
shall be transported? 

Mr. Kiemmer. Reciprocal trade does not mean that we are going 
to try to balance individual commodities. 

Mr. Dies. I understand that; but I say, wouldn’t this properly 
come under the same principle of letting the State Department under- 
take to work out this question of cargoes on a reciprocal basis? 

Here is a country that discriminates against us. We do not have 
to advertise to the world that we are going to discriminate against 
them, but why couldn’t we do it? 

Mr. Kiemmer. We could. 

Mr. Dies. Without any publicity in connection with it. On the 
other hand, here is another country that says, ‘““We are going to use 
your ships over here to transport products.’’ We would say, ‘Well, 
we are going to do the same thing.”’ That is the way it ought to work 
out. 

Mr. KiemMmer. What we are up against with practically every 
country in the world is this: they buy more from us than we buy from 
them; and when you start to negotiate, they say, “Well, I don’t buy 
your shipping, but I buy your cotton, tobacco, and automobiles. 
Now, would you rather for me to buy your shipping, or would you 
rather have me buy your tobacco and your cotton and your auto- 
mobiles?” 

Canada started out, after World War II, to have a big merchant 
marine. Within about 24 or 36 months, the Canadian merchant 
marine was transferred to the British flag, because the British Govern- 
ment, I assume, just pointed out to them that if they wanted to sell 
their grain and their bacon and their lumber to Great Britain, the 
British have to have Canadian dollars with which to pay for them. 
That is what handicaps us, always, in the shipping picture. We are 
always selling more than we are buying—and everybody wants to 
sell his own commodity—but we do not destroy the necessity in this 
country for what Senator Magnuson has very aptly called—I think 
a nucleus merchant marine; and that includes shipbuilding, incident- 
ally. So that in case of another war, we can do what we did in World 
War IIl—we can build ships faster than anybody else had dreamed they 
could be built, and faster than anybody dreamed they could be 
sailed—and we won the World War. 

Mr. Dries. That is all. 

Mr. SwHeenan. Mr. Klemmer, as a matter of information, vou 
mentioned, before, the fact that the State Department is protesting 
to the Saudi Arabia Government about the oil monopoly owning the 
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pipeline. Did this protest originate with the State Department, or 
from American firms? 

Mr. Kuemmer. The American firms expressed their concern to us, 
and then we protested. 

Mr. SHEEHAN. Would you care to place in the record the names 
of the firms? 

Mr. Kuemmer. Yes; 1 have the names right here. They are four 
of our largest oil companies. I wonder if Mr. Kalijarvi has that list, 
here? Thank you. The Standard Oil Co. of California, the Texas 
Co., the Standard Oil Co. of New Jersey, Socony-Vacuum Oil Co, 

Mr. SHEEHAN. Didn’t some of the other companies also appear, for 
their own foreign flags? 

Mr. Kiemmer. Yes. I do not know which ones, or how many; 
but some of them. 

Mr. SHEEHAN. They were playing both sides of the street, then? 

Mr. Kiemmer. Well, oil companies have traditionally, of course, 
operated their tankers under foreign flags, for in some cases they have 
to do that for currency reasons; and for selling oil to a foreign country 
which has its own dollars, they may have to pay in dollars. They will 
pay you in frances or what have you. 

Mr. SHEEHAN. This is just a matter of information. 

Mr. Kuiemmer. That is one of the reasons they give, of course. 

Mr. SHEEHAN. I would like to take up next what seems to me to be 
an apparent contradiction in your statements, so you can be governed 
accordingly in answering the question. On page 4, in the last para- 
graph, you talk about the President and the Department of Commerce 
making a study of the merchant-marine problems, and you go on to 
say: 

Pending the completion of the Commerce Department’s study, the Department 
otf State believes that any action on 8. 3233 would be premature. 

That would indicate that you have no definite position, until the 
Department of Commerce completes its study; is that correct? 

Mr. Kiemmer. Well, our position is that we feel this legislation 
should be held in abeyance until the Department of Commerce has 
time to act on the President’s request. 

Mr. SHEEHAN. That is correct. That is the way it would seem to 
me, from a reading of that paragraph. 

Mr. Kiemme_er. Yes. 

Mr. SHEEHAN. However, on page 5, in next to the last paragraph, 
you talk about the fact of the dangerous repercussion, and then you 
go on with a categorical statement: 


The Department, therefore, in all conscience, cannot support the enactment 
of 8S. 3233. 

Which side of the fence are you on? 

Mr. Kiemmer. At this time. 

Mr. SHEEHAN. You did not say “at this time.” 

Mr. Kiemmer. Well, of course, at that particular time, we probably 
were still opposed to it for the other reasons. But you haven’t quite 
caught me. 

Mr. SHEEHAN. You can be on either side. You are either for it or 
against it, either for the Department of Commerce or against it. 

Mr. Kuemmer. We are against it. We were against it, and we are 
against it at this time, also. 
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Mr. SHeewan. Oh, it would not make any difference to you what 
the Commerce Department ruled, or, for that matter, what the 
President ruled? 

Mr. Kiemmer. Well, the Department of Commerce presumably is 
not going to be concerned with this bill. They are studying the 
overall problem of direct subsidies versus indirect subsidies. 

Mr. SHEEHAN. Well, I cannot quite agree with you, because all the 
Government departments requested us not to consider this bill at this 
time, until they had made a study of it. In other words, they will 
consider the formation of a policy after they are through with their a 
study 

Mr. KuemMer. It is quite possible, of course, that the Congress 
would come out and recommend or state a preference, and we might 
then want to oppose them. On the other hand, we might support 
them; but I rather doubt it, in view of all the considerations I have 
stated here 

Mr. SHEEHAN. I may say that is just how the State Department 
coes on both sides of the street 

That is all 
Mir. Ray. I think I understand your objection to the legislation is 
not that it affects the Government cargoes, but that it would be an 
interference as to other cargoes How many departments of our 
Government have a voice in respect to the shipments of those other 
cargoes abroad—both ways? 

Mir. KLemMmer. Well, on the aid cargoes 

Mir. Ray. I am not thinking about the aid cargoes; I am putting 
1em all to one side I am thinking of the rest of the cargoes 

Mir. KuemMer. You mean commercial cargoes? 

Mr. Ray. The commercial cargoes. You have told us what the 
State Department’s attitude is. Our other departments of govern- 
ment have a voice, do they not? 

Mr. Kuemmer. Well, on commercial cargoes, there isn’t any law 
governing those. There isn’t anything in the Merchant Marine Act 
of 1936 which says a substantial portion of those cargoes shall be 
‘arried in United States ships. That has never been expressed 
legislatively in a percentage, although the old Maritime Commission 
alwavs interpreted it to mean that it was 50 percent. 
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Mr. Ray. But the State Department is not the only salesman we 

have for American shipping is it? 
Mr. Kiemmer. We do not endeavor, as a general thing, to get 

cargoes on any particular ships. ‘The shipping companies naturally é 


eo out and do their own solicitation; nor does the Maritime Adminis- 
tration, as a matter of policy, although they are also mandated to do 
what they can to encourage the American public to use American 
ships for freight and for travel 

Mr. Ray. Is there coordination between the State and Commerce 
Departments in this matter of policy? 

Mr. Kuemmer. Yes, continuously. We are in touch with them, 
suppose, a half dozen times a day, and they have a liaison man who 
does this sort of thing. 

He is an officer over there, and we have people who deal with 
maritime matters repeatedly. 

Mr. Ray. Do you think that our governmental activities in sup- 
port of the merchant marine are as effective as the governmental 
activities of other countries in support of their merchant marines? 
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Mr. Kuemmer. Well, I think we do more. We do more to sell the 
American merchant marine than do any of the foreign countries. 

Mr. Ray. You spoke, there, of controls being more effective, and 
of there being more building. 

Mr. Kiemmer. Yes. The big shipping nations—I am not talking 
about big shipping nations, because their cargo is going abroad, now 
some of the nations, some of the smaller countries which are develop- 
ing into big maritime nations, are now trying to build up the merchant 
marines. ‘They are trying to use these controls as an effective method 
of controlling cargo, as the big nations do, which have exchange 
controls. 

In some nations you cannot just put your finger on just the kind of 
what you might call moral suasion. You have to have an import 
license, and you just know that you are more likely to get that im- 
port license if you get it promptly, if you are using a national-flag 
ship. 

Mr. Ray. I think automobiles are a good illustration, those made 
in England. Do they ever come to this country in American-flag 
ships? 

Mr. Kuemmer. United States Lines has a very nice operation in 
connection with those English cars coming over here. They do very 
well on it 


Mr. Ray. You mean they are cars brought here for sale? 

Mr. KLeEMMER. Yes, that is right \s a matter of fact, the buver, 
in most instances, can if he wants to name the earrier, if he is suffi 
ciently interested 

\ir Ray. Is that some thing hat vour department has a hand in? 


Mr. Kuemmer. No, that is just good commercial practice. If you 
want to se i] me some thing, and | will Si\ | \\ il] buy it ii vou will deliver 


itin a certain way, usually you are willing to let me make that decision 


Nir. , we How about the tra Fie FO the other WAY ” 
Mr. KuemMer. Then the fellow at the other end can usually name 
it. if he wants to. Of yurse, fortunately, all sellers or all buvers do 


+ 


not exercise this privilege; otherwise you would have ships running in 
one direction 

Mr. To.tuerson. Are there any further question 

Mr. Auten. Mr. Chairman, I should like to get back to that subsidy 
proposal as the one means of aiding the American merchant marine. 
| refer to this proposition concerning Southern Arabia, and possibly 
the situation in Venezuela. where the Government would say, “No 
oil goes out, except in ships manned by Venezuelan nationals.”” What 
difference would it make if we paid, Say 90 percent of the operational 
costs of American tankers? 

Mr. Kiemmer. Well, that is very true, but that just makes us worry 
all the more about this thing spreading; and it is quite true that if, in 
spite of our efforts to prevent the spread of cargo preferences, the time 
came when countries were decreeing by law that our ships could not 
get any cargo, then we would naturally have to have another look 
at it. 

Mr. Auten. Do you make any distinction between ships not getting 
any cargo because of the operation of law, and our ships not getting 
any cargo for some other reason? 

Mr. Kuemmuer. No; we cannot do anything to influence commercial 
exporters and importers, except in the United States, where, of course, 
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the Maritime Administration wages a continuous campaign to sell 
shippers and travelers on the use of the American merchant marine. 

Mr. Auten. Do you think an increase in the subsidy to tramps 
would get back the cargoes that we ought to have, if no other action 
were taken? 

Mr. Kiemmer. Well, on a subsidy for tramps, the Department has 
been asked to comment on two bills which have to do with it. The 
comments are still in the Budget Bureau, and have not been cleared; 
so I do not think I can say anythin, gon that 

Mr. Totierson. I have just glanced at the report while Mr. Allen 
was questioning on that ‘Mr Kalijarvi testified before the Senate 
committee in opposition to this bill. He advanced the same argu- 
ments which you have avanced, and apparently he was asked whether 
any shipping companies were concerned about the same discrimina- 
tions that you were seeking to protect them against; and the testi- 
mony developed that the State Department had no record of any 
adverse comments on this bill from American shipping and shipbuilding 
companies, or individuals engaged in those industrries. 

Do you have any record of any adverse comments from the American 
shipping and shipbuilding companies or ind:viduals engaged in those 
industries, upon 5S. 3233? 

Mr. Kiemmer. No, sir; we have not. I did think I knew two 
shipping companies which in the past had opposed the 50-50 principle, 
because they were both getting more than 50 percent of the cargo; 
and I remember that one of them told us at Ms aritime some years ago 


I was 9 years with the Maritime Administration—“for Heaven’s sake, 
pipe down on this 50-50 business, because we are getting 75 percent 
of the cargo.”’ And then the head of another shipping company 


testifying before Senator Magnuson a couple of years ago said, “We 
do not believe in this 50-50 thing, because we are getting 75 percent 
of the best cargo in our trade.’’ But when I checked back, one com- 
pany told me that they had reluctantly been forced to abandon their 
previous position,’ for practical reasons; and he told me he understood 
the other company felt the same way, as they were supporting this 
legislation 

Mr. Touierson. By and large, does the shipbuilding industry favor 
supporting this type of legislation? 

Mr. Kiemmer. Yes, sir; and we do not want to claim that they do 
not know their business, because they certainly do. We just feel 
that this is an honest difference of opinion; and, from where we sit, 
looking at the thing as we did, we are apt to see it one way, and possibly 
they are seeing it from the standpoint of operators in individual trades, 
who are very hard pressed right now and want to save themselves, 
today—not 10 years from now. They, very understandably, could see 
it the other way; and we respect their judgment, just as I hope they 
will receive ours. 

Mr. Totierson. Thank you very much, sir, for your testimony. 

We have another Government witness, this morning, Mr. Whitman, 
secretary of the Panama Canal Company. Please identify yourself, 
and proceed with your statement 
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STATEMENT OF MERRILL S. WHITMAN, SECRETARY, PANAMA 
CANAL COMPANY 


Mr. Wuirman. Mr. Chairman, my name is M.S. Whitman. I am 
secretary of the Panama Canal Company. I shall not take much of 
the time of the committee, this morning. 

I want to bring to your attention an effect of this bill which I 
believe was not intended, on the operation of the Panama Canal 
Company. 

As the committee knows, we operate under an act of Congress which, 
among other things, authorizes us to operate a steamship line as an 
adjunct of the Panama Canal. This line carries our supplies and 
employees to the Canal Zone and on return trips. 

As we read this bill, it would, in requiring us to carry 50 percent of 
our cargo on other privately owned ships, effectively eliminate the 
operation of our line. This would have a serious effect on the em- 
ployee situation in the Canal Zone, because we provide reduced-rate 
transportation for employees. We therefore ask that the bill be 
amended to exclude the Panama line from its operation. 

Mr. Toutuerson. Are there any questions of Mr. Whitman? 

This Panama Canal Company is a Government corporation? 

Mr. Wurman. It is a wholly owned Government corporation, that 
operates the Panama Canal as its primary mission; yes, sir 

Mr. Toutuerson. | think you are correct in your assumption that 
perhaps it was not intended to apply to the Panama Canal Company, 
and I am glad you brought it to our attention 

If there are no questions, Mr. Whitman, we thank you very much. 

Mr. Wuirman. May | add one thing? I have not found an oppor- 
tunity to clear this statement with the Bureau of the Budget, because 
of the time, and so my comments do not constitute any commitment 
on the part of the President of the United States. 

Mr. Totuerson. Thank you. 

Our next witness is Mr. Ward, of the United States Chamber of 
Commerce. 


STATEMENT OF DONALD G. WARD, ON BEHALF OF THE CHAMBER 
OF COMMERCE OF THE UNITED STATES 


Mr. Warp. Mr. Chairman, it is nice to have an opportunity to 
be with you gentlemen today. 

My name is Donald G. Ward. 1 am director of transportation for 
the Mathieson Chemical Corp., Baltimore, Md., which is a manu- 
facturer, processor, a nd shipper with 28 United States plants and 17 
foreign plants and licensees. It may be of interest to you to know 
that 1 also spent some 21 years with the Royal Dutch Shell Co., and 
some 3% years with the British Petroleum Board, who operated or 
scheduled about 90 percent of the worldwide tanker fleet during the 
war. 

Mr. Toututerson. Might I interrupt, there, a minute? I under- 
stood you were speaking for the United States Chamber of Commerce. 

Mr. Warp. I am. I appear on behalf of the Chamber of Com- 
merce of the United States as a member of its transportation and 
communication committee, in support of the objective of S. 3233, 
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which is to assure that at least 50 percent of the United States 
Government-financed cargo is carried in American vessels. 

In order to conserve the time of the committee, I should like to 
file my prepared statement for the record, and briefly summarize its 
contents 

Mr. To.tuerson. That will be done 

Mir. Warp. By wavy of summarization of the statement which | 
have just plac d in the record, | may say that the National Chamber 
of Commerce believes that our American-flag merchant marine must 
be kept healthy in order to assure an adequate reserve for national 

ecurity and a constant flow of goods to and from foreign markets 
The principal way to keep it healthy, in our judgment, is to see that 
it has a proper opportunity to carry cargo that is offered. 


S. 3233, as passed by the Senate, is a reaffirmation of a long-standing 
congressional policy. It is a blanket, rather than a piecemeal, ap- 
proach to an important and alr 


ready-established pl ine ple. 
Ve believe, and experience has shown, that such an approach is 


necessary, and that t will tighten up certain loopholes that have 


become evident in the present statuté 
sting provisions of law for instance, do not apply to offshore- 
procure nt programs financed with United States Government 





vou an example out of my own experience, of 
how t! working to the disadvantage of American producers of 
ferii! W d th n worldwide procurement, Government 
ave) ve the 3 \ n in existing laws for purchases in 
the | States, but « lot require for shipments from foreign 
coul Che net tht differential favor of foreign 
biddi herefor n L\ nstances, Un 1 States producers 
los \ vhen th eq oreign producers im price. 
Lik he United States mariti dustry does not obtain the 
Cal ES : hel ore, the 5 50 provision ol he | ted states law IS 
app n such a way as to boomerang against both American pro- 
duc and American ansport: nina wav contrary to the intent 
of Congres 
\ part cular ¢ MmMmMod \ vhich has been drastically ¢ fected by 
th ; the fert | er indust n relati to United States purchases of 
fertilizers for foreign-aid programs. United States produced ferti- 
lizers have supplied less than 14 percent of the total United States 
yurchases for torelign-aid programs In the vears 1951, 1952. and 1953. 
Furth r, the percentage of purchases supplied by United States pro- 





duced fertilizers has dropped from over 31 percent in 1951 to less than 
8 percent in 1953. 

In this connection, it might be of interest to you if | quoted from 
the report of the Senate committee on permanent cargo-preference 
legislation; it being a report of the Senate Committee on Interstate 
and Foreign Commerce, dated June 11, 1954. On page 5 of the 
report, it is stated: 

For instance, in the 12-month period ending April 30, 1954, the Emergency 
Procurement Service of FOA purchased 240,337 metric tons of fertilizer for sid 
to Korea, Purma, Iran, Indochina, Liberia, Iraq, Pakistan, India, and Yugo- 





slavi: Only 45,639 tons, or 19 percent were procured in the United States. 
Of the total, 48,695 metric tons, or 34.7 percent of all f. 0. b. shipments from foreign 
countries were purchased abroad, because of lower transportation costs in foreign 


bottoms, despite lower fertilizer price quotations from United States sources. 
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Not only should this be remedied by appropriate provisions in the 
law but also Government procurement agencies should evaluate world- 
wide bids on an f. o. b. or f. a. s. basis and thereafter provide for 
shipping in conformity with the 50 50 provision rather than evaluate 
bids on a landed-cost basis. The bill Iam supporting provides legis- 
lative correction of the situation, but I want to make it clear that 
administrative corrections also should take plece imn ediately, 

In summary, the national chamber believes that the 50-50 principle 
is necessary and that an overall provision is the best way of making it 
effective. 

Mr. Toutiterson. Thank you. Are there any questions? 

Mr. Auten. Mr. Ward, in your experience with shipping, have vou 
ever seen an occasion, possibly at the beginning of the war, when there 
were no American-flag ships, and foreign-flag ships had been with- 
drawn from American commerce? 

Mr. Warp. Very definitely so, Congressman. It is a matter of 
record, that in periods when there is no national emergency, such as 
war, the greater percentage of American tonnage, either imported or 
exported, is carried in foreign-flag vessels. Immediately upon a War- 
time emergency such as the start of World War II, the foreign vessels 
are taken out of the American service and are used to protect the 
interests of the foreign nationals, such as the British at the start of 
World War II. 

Not only did that happen at that time, but also the American 
Government, at the start of lend-lease and prior to the entrance of the 
United States into World War II, had given to the British Govern- 
ment tanker tonnage to haul cargoes from the Caribbean and United 
States gulf into the eastern seaboard ports, at which British vessels 
picked up the cargoes; the reason for that being that there were 
insufficient British vessels to handle their own business, and we 
actually took some of our own ships for that purpose 

However, the point I am making is that foreign vessels were pulled 
out of American business, so these ships were no longer available, 
and we did not have enough ships of our own; and, even under 
those conditions, we supplied tankers to the British Government 
That has been the history of every war we have been in for many, 
many years, and, at times, before we got into the war. 

Mr. ALLEN. I presume we are free to trade with nations, even 
though there is a war going on Ricans, Have we, under circum- 
stances where we were not actually at war, felt any influence on out 
trade because of losing the services of foreign a shipat 


Mr. Warp. Very definitely, as I ree: ull » instance particularly 
inv ae South Africa. During the Boe er War, fought by th 
British 1 in South Africa—a war which did not involve us—the with- 
drawal of sritish ships from normal trade to supply British troops in 
South Africa, and the increase in British-controlled rates, in posed a 


heavy burden upon our foreign trade 

Mr. ALLEN. Now, in the statement which was read to us 
the views of the State Department, there is a great deal of detail 
with regard to the trade and the variety of the commodities; and 
then the statement went on to say that the State Department, in 
effect, wants to keep a healthful atmosphere for world trade 

Would it be your opinion that we could have a healthful atmosphere 
for American trade at any time, if we did not have the ability to 
carry the perishable part of our commerce? 


| 


) US, Carrying 
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Mr. Warp. It is my very strong opinion, and I believe that opinion 
is supported by the facts, that if we do not have the American-flag 
lines in service involving American business, American business is 
going to be the primary and first suffered, and the Nation as well. 
Itisa known fact We can argue about theory as long as we want to, 
but it is a known fact that the nationals of all countries support their 
own maritime industry. There is just no question about it; it is a 
nonargumentative fact. 

And it is only because we have American-flag lines, members of the 
various rate conferences and steamship conferences, that American 
business has an, opportunity to do business in foreign countries. I 
am, or my export-import traffic manager is, continually before the 
various steamship conferences asking for freight rates which will 
en ib! the American busine ss to sell overseas; and if we do not have 
American lines as members of those conferences, in representing 
American business, we would have much less foreign business. 

[ am not going to read this to you, but I have an 11-page memoran- 
dum citing various instances where American businessmen have not 
been able Lo do business in foreign countries because of the maritime 
situation, in most cases involving freight rates. But that is perfectly 
understandable when one realizes that for the subsidized liner services 
operating subsidies sometimes have to be as high as 40 percent in 
order to meet the differentials in the operating cost of American-flag 
vessels acainst foreion vessels 

You expect to have rates on foreign tramp vessels lower than on 
\merican tramps, and when you are working in a highly competitive 
market, you have a very little chance of competing against that type 
of competition 

| have In mind a recent charter of LWwo vessels, FS a, Mareh 1954, 
out of Baltimore for Korea. The rate on American bottoms is $15.75 
and $15.97 per ton. At that time, foreign-flag vessels offered the 
same service at $10.75 and $11. The rate differential today, for some 
reason, is about the same, $11 versus $16. And even though the 
American businessman has the same price delivered at the vessel at 
American ports, he cannot do business overseas under conditions of 
that kind 

Itisaserious thing. J, for one, cannot see how anyone can possibly 
argue that at least some part of the American merchant marine should 
be favored in the face of such conditions, where Government-financed 
vessels are concerned 

Mi Bon NER Where were these p irchases made? In what 
country : 

Mr. Warp. I have a laren list of them, here Here in one par- 
ticular instance for Indochina from Japan, at $55.61, a price much 
lower than the price of American fertilizer delivered to Indochina, 
even though at that time the American selling price was lower than the 
Japanese pric lhe freight is what moved the cargo on the delivered 
price basis 

That was a cargo purchased with United States Government funds. 
There are fertilizer plants, I might say, in the Netherlands, in Ger- 
many, in Spain, and at various other places throughout the world. 
Some of these fertilizer plants have actually been built with Govern- 
ment funds? 

Mi 


) 


Roreson. You mean our funds 









a 
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Mr. Warp. United States Government funds; that is correct. 
Mr. Bonner. What kind of subsidy do the principal maritime 
nations of the world grant their flag ships? 

Mr. Warp. I cannot say. I can say this, however, foreign countries 
do grant subsidies to the foreign lines. However, there is one obvious 
fact. Where a foreign line can operate as low as some do—about 40 
percent lower operating cost than an American line —it is unnecessary 
to subsidize them. They can take the business of the American line, 
regardless. I grant you that the operating subsidy of the United 
States Government, for the American subsidized line, is there for the 
purpose of offsetting that differential: but it does not offset it entirely. 

Furthermore, when those differentials are known, as they are, it 
is a very simple thing for the foreign line to undercut the American 
line. The only way they can cope with this situation and keep them 
from undercutting is through the conference system of ratemaking, 
which applies to your general commercial cargoes, but not to charter 
cargoes. 

An interesting point in connection with that, Congressmen, occurred 
only about 6 months ago. I was in some very highly competitive 
Government bidding on some fertilizers for the Far East. I lost the 
business, and was severely criticized about it, because it was $700,000 
worth of business. 

At that particular time, the chartered ship that carried the cargo 
was chartered to Italy from Hong Kong, China. The rate was, in 
that instance, $6,000—50 cents a ton under American-line rates 

Mr. Totuerson. Are there any other questions of the witness? 

Mr. Dies. I would like to ask a question. You heard a representa- 
tive from the State Department testify, did you not? 

Mr. Warp. I did. 

Mr. Dies. He makes the point, first, that there is no necessity for 
the legislation, that is to say, carrying more than 50 percent, that the 
legislation will set a precedent or furnish a pretext to other countries 
to retaliate. Now, if that be true, why would we want to pass this 
legislation? 

I would like to hear somebody correct that, to say that some good 
is going to come out of this thing—not merely that it is a gesture, here. 

In other words, if we are getting more than 50 percent under the 
present setup, I could understand that it would be a rather dangerous 
thing to pass this legislation at this particular time. 

Mr. Warp. Congressman, in the first place, I would not question 
the veracity of the witness for the State Department. I will say, 
though, that the figures on one large tonnage moving commodity, 
namely, fertilizers, which I mentioned, is definite proof that his state- 
ment is not correct so far as that commodity is concerned. It not 
only proves that it has not been moved at 35 percent; it also proves 
that it has dropped from 14 percent, over the average for 3 years, 
to 8 percent; and that is a concrete case. 

Now, another point on which I would discount that testimony is 
in connection with this statement that maybe a foreign government 
would retaliate against the United States Government on United 
States shipping. I, for one, do not believe it. Foreign commerce 
today moves on foreign ships, not in American ships. 

Mr. Dies. If they did, you would not want this legislation, if you 
thought it was just going to simply bring about a little retaliation and 
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the net result would be a loss to our trade You would not believe 
in it. 

Mr. Warp. I would like to answer that with a ves or no, but | 
cannot do so, for this reason. There can be no retaliation, where the 
foreign tonnage is already moving in foreign-flag ships. And in addi- 
tion, there is no comparable tonnage moving from foreign nations in 
American-flag ships, which could be used for retailiatory purposes, 
because none is bought by foreign countries with foreign funds and 
riven to the United States Government or other nations. 

In other words, the United States happened to be in the very unusual 
position of being the one country in the world which is spending its 
taxpayers’ dollars, using foreign-flag ships to haul their products to 
foreign nations. There is no similarity, at all, and I cannot under- 
stand that testimony of the witness for the State Department under 
those conditions 

Mr Diu The onl concrete evidence you could offer Was in the 
f f izer, and I would like to say, it seems to me vou should 
pinpoint this thing, similarly to producing those photographs, here. 
It is gong to be an idl vesture It is not rong to affect them. We 
are already getting more than 50 percent, and they say it is their policy 
to defend it and try to get everything they can for American ships. 
Then, it seems to me we are just wasting a lot of time. 

Ir. Warp. Congressman, [ believe it can be pinpointed. The only 
question Is that of vettin r those people of cood Ww il] together, who wil] 
rive you the overall Government position, and not one little piece of it. 

You gentlemen will probably recall the factors and the information 
behind the tacking of the 50 percent provision on the movement of 
wheat. That was when? Just a vear or so ago. That was not put 
on there because of some vague possibility ‘it was put on there because, 
if that was not done, that wheat would have moved in foreign ships, 
not in American ships. I can make that as a positive statement. 

Mr. Dins. What I mean is this: there ought to be a way by which 
vou could definitely find out whether his statement is correct. Now, 
f it is correct, let us just assume for the sake of argument that more 
han 50 percent is now moving, and that it is their policy to continue 
hat. You will agree there is no necessity of passing this legislation. 

Mr. Warp. I would definitely agree, if be was talking for the 
United States Government and all the agencies thereof. I do not 
he talked. I know he talked for the State Department, 
but that has no control over other departments 

Does that control the General Services Administration? They buy 
thousands of tons of commodities 

Mr. Dies. We can get a statement from them, too. If we knew 
that thi thing could be handled ve are all acreed about what we 


case of fertil 


] 
t 


a 


know lor whom 


want. I do not think anybody would question that. In the first 
plac , we are giving away all this stuff. I have got a very serious 
doubt about it. I did not vote for it last year. I do not think I am 
going to vote for it this vear. But I feel that, if we are to give away 


our substance, we have a right to require that it be shipped in our 
vessels SO that our people WV I] ret at least some benefit out of it. 


» + ; , . 4 
Bu he point, getting dow} LO It, IS, how are vou going to accom- 


plish it? He comes in here, 1 presenting the state Department We 
have to give some credit to hu \fter all, they ought to know more 
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about this whole international situation than you and I do. They 
say to the committee, in the first place, ‘You do not need this legisla- 
tion; you are getting more than 50 percent; and if you pass it, you are 
going to put us in an embarrassing position.”’ You can see that creates 
a rather serious situation for us, here, with the international situation 
as delicate as it is, ris ght now, and all of the protest offered being to tr V 
to stimulate trade. You can see it is a pretty good thing for us to 
know what to do. 

Now, if we could get something, first—if his figures are not correct 
and are not accurate—if we are not getting at least 50 percent, I 
would like to know it. If we are getting it; if they will tell us it is in 
their hands, today, ‘Do you want it?” I think it would be infinitely 
better to do that administratively than by legislation at this time 
don’t you think so? 

Mr. Warp. I think so, Mr. Congressman 

Mr. Dries. I am not assuming that as a fact; I am just basing it on 
that assumption. 

Mr. Warp. I would like to make this statement. I have endeay 
ored for some 4 years to find out the reasons for the movement of 
Government-financed products in foreign bottoms from foreign 
sources of supply; and upon investigating that, not in one instance 
but in instance after instance, it has come down to a basis where 
the lowest delivered cost of the product at destination was the 
governing factor on which the cargo was purchased—the lowest 
delivered cost, in the majority of cases, was occasioned by a lower 
foreign-bottom shipping cost than the American shipping cost. That, 
in itself, did not seem to me to be a sufficient answer, so I tried 
find another answer; and I came up with this answer. 

I do not say the answer is right, but I believe it to be correct, that 
it was an effort on the part of informed people in the ( rovernment 
agence ies who believed they were using the t axpayve rs’ dollars to the 
best advantage—I do not agree with them by taking the dollar and 
spending it in a foreign country for the purchase of material, and get 
one use out of it; and then spending the transportation dollar on 
foreign ships, and helping a foreign national, again; and then giving 
that material, by some means or other, through foreign-aid programs, 
to India, Pakistan, Korea, or wherever it may be, and using the dollar 
a second time, so they got $2 of service for $1. 

The only thing I cannot reconcile in such practices is the serious 
injury to the United States and its defense and its merchant marine. 

Now, the Department of Agriculture, and all agricultural institu- 
tions have been working hard for vears to increase the nitrogen supply 
for fertilizer use, the food supply, and also the farmer’s cost; and in 
the middle of it, our fertilizer ication is just deplorable. 

Mr. Dies. That is all ~~ and good, and I think you have made 
some good arguments, there; but that still does not answer the question 
before us. 

Let us just assume that the facts bear out this representative of 
what was his name?—Klemmer. Let us assume that the record bears 
out what he says, that you are doing more than 50 percent of this 
business, anyway; and let us assume that it is their intention to pursue 
that policy. Now, would it not be wiser for us to let this thing ride, 
rather than to pass a piece of legislation of which your department 
says, “If you pay it, you are not only not going to accomplish any- 
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thing, but you are going to put us in a very embarrassing position at 
this time’’? 

Now, what do you think about that? That is a résumé of that 
argument 

Mr. Warp. Assuming that today the State Department knew what 
they were talking about when they said the United States Government 
would not benefit from such legislation, I still would not agree. And 
also, I do not think that we could depend upon the various groups in 
the United States Government to follow as a general principle the 
piece-meal provisions of the various statutes already enacted. I do 
not believe they will do it (1), and I do not think there is going to be 
any serious injury (2 

Mr. Dies. We ought to have our house clean. We ought to have 
another house-cleaning 

Mr. To.iterson. It is not as clean as the one we thought we made. 

M Dies. Understand me: I do not believe in a lot of these give- 
away propositions. I tried to get an amendment on a bill the other 
day prohibiting this exportation of something in New York, at least 
to a country that is operating with an agricultural surplus—with a 
roadblock To my mind it is absolutely idiotic to take and ship an 
American surplus, giving it away to a country which will, in turn, 
take the surplus and hand it over to the people who want it. I mean, 
this thing is quite like Alice in Wonderland. I do not know where I 
am, because I am confused 

But, just regardless of that, I am taking your statement. We have 


got to believe in somebody. Now, there is a man, here, who is in 
charge; he is speaking for the State Department. He comes before 
our committee. He is the man who is in charge of this, and he tells 


us something 

Now. what do we do? 

Mr. Warp. Depend on my judgment. I think it is better than his. 

Mr. Dies. All right—we ought to put you in the State Department. 
Then, maybe vou would do a better job 

Mr. Bonner. Let me understand from the witness. Did you state 
that we were getting 50 percent or better of this type of cargo, now? 

Mr. W ARD Definitely not I stated that, for the 3o-year period, 
1951 through 1953, we got 14 percent. 

Mr. Bonner. Which is about what he is talking about, approxi- 


» 


mately 
Mr. Waro. That is all 


Mr. Bonner. I am talking about that car: 


rO 

Mr. Warp. On the cargo, I cannot answer it, because I do not have 
the statistics on it I have never seen the statistics in that case. 

Mr. Dies. Is there anyone here who has that information, Mr. 
Chairman? 

\M[r. Totterson. There may be one of the men from the industry. 

Mr. Bonner. There is one other man 

Mir. Warp. Just a minute, Congressman Bonner. I was told 25 
percent was the proper figure 

Mr. Bonner. That is what I have been told by people 

\ir. Warp. I do not know that I cannot swear to it 

Mr. Bonner. Another thing You made the statement that there 
was no good way of retaliating 

\Ir. Warp That is correct 
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Mr. Bonner. Because the nations now are channeling as much of 
their supplies of commodities as they can in their own flag ships 

Mr. Warp. That is correct. 

Mr. Bonner. So, therefore, there can be no retaliation? 

Mr. Warp. That is correct. 

Mr. Bonner. Now then, proceed 

Mr. Toiuierson. I think, when we take it up tomorrow, we will 
have an answer, and we will have several industry witnesses, and 
perhaps we can get at it then. 

Mr. Dies. Will you request them, Mr. Chairman, to bring us some 
reliable, concrete figures? I know the figures are available some- 
where. We certainly ought to get them. 

Mr. Tot.terson. The witnesses yesterday gave some figures with 
respect to Government-owned cargo of carriers on American-flag 
vessels. They were entered in the record. But I will ask the industry 
witness to supply those figures in connection with their testimony 
tomorrow. You might also check into the situation in the 80th 
Congress, when we first adopted the 50-50 theory, or first amended 
the foreign-aid program with the 50-50 legislation, and discussed the 
difficulty we had encountered in endeavoring to follow it 

Mr. Ropnreson. May I ask a question? 

Mr. To.tuterson. Yes. 

Mr. Roreson. I assume that, representing the United States 
Chamber of Commerce, you may be able to answer. Do you know 
how this affects the coal mines and coal-carrying railroads? Do 
you have any idea as to how this affects coal? Is it not a some- 
what similar situation? 

Mr. Warp. I am very familiar with that. The last published 
charter that was fixed for coal, last week, to the Mediterranean from 
the United States Atlantic port was $6.50 per long ton, with United 
States Line vessels getting $9 

Mr. Diss. I did not get those figures. 

Mr. Warp. $6.50 per long ton to the Mediterranean, as compared 
with $9 in United States vessels. Now, since that cargo is on a cost 
basis, American producers are going to have trouble in selling 

Mr. Roseson. I have been told that America has been subsidizing 
the working of the coal mines, is that right? 

Mr. Warp. I have been told that. I have said it is in competition; 
that is correct. 

Mr. Roweson. So we are in the coal business? 

Mr. Warp. We certainly are not helping it. 

Mr. Roseson. I am interested in what happens in Virginia and in 
the rest of the country 

Mr. Warp. I try to keep informed. 

Mr. Totuerson. Thank you very much, Mr. Ward 

Mr. Warp. Thank you. 

The prepared statement of Mr. Ward, presented by him for inclu- 
sion in the record, is as follows 


STATEMENT OF DoNnaLp G. Warp FoR THE CHAMBER OF COMMERCI rHE 
UNITED STATES 


My name is Donald G. Ward 1 am director of transportation for the Mathie- 
son Chemical Corp., Baltimore, Md., which is a manufacturer, processor, and 
shipper with 28 United States plants and 17 foreign plants and licensees 





I appear on behalf of the Chamber of Commerce of the United States, as a 


member ot its transportation and communication committee ns pport of the 
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Mr. ‘ToutueFson. The committee will reconvene at 10 o’clock 
tomorrow. 
In the meantime, the clerk will insert in the record (1) a letter 


from the Secretary of Commerce, (2) a letter from L. R. Sanford, 
president of the Shipbuild rs Couns il of America ) testimony of 


the Conference of American Maritime Union 1) a letter from Miles 
D. Kennedy, director of the American Legion, (5 a telegram from 
Henry C. Parke, chairman of the merchant marine committee of the 
American Legion, (6) a letter addressed to Chairman Weichel by 
Harold E. Stassen, Director for Mutual Security, (7) copy of a letter 
addressed to the chairman of this committee by Vice Adm. F. C, 
Denebrink, and (8) statement of Howard E. Munro, legislative repre- 
sentative, the Central Labor Union and Metal Trades Council, AFL 
of the Panama Canal Zone 


Hon. Atvin F. WerIcHE! 
Chairman. Committee on Merchant Ma ne and Fishe 





House of Representatives, Washington, D. ( 

Dear Mr. CHarrMan: This letter is in reply to your request dated June 17 
1954, for the views of this Department with respect to 8. 3233, a b l to ame 1 the 
Merchant Marine Act, 1936, to provide permanent legislation for the transporta 
tio of a substantial portion of waterborne cargo | ed States-flag ve els 

The bill would require that the appropriate agency or agencies tak h steps 

nay be necessary and practicable to : ire that at least 50 percent of the cargo 
which the bill covers, b transport ed United States-flag com- 
nercial ves els to the extent such ve tf ra ‘ r¢ byl ! 

The bill covers transportation o1 ull ble property whicl 
the United States procures or obt t int r tur Lie ») Any 
foreign nation without provision for reimbursement, or in connection with the 
furnishing of which it advances funds or credits, or guarantees the convertibility 
of foreign currencies 

The bill has a proviso that its provisions may be temporarily waived whenever 


the Congress, cr the President of the United States or the Secretary of Defense 
declares that an emergency eXists Justifying a temporary walver 
The bill states that it would not repeal Public Resolution 17, 78d Congress, 


which directs that cargoes paid for by loans made by the United States shall be 
transported in American-flag vessels 
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There are in ¢ stence a imber of statutes w nh require at least 50 percent 
yarticipation by the United States merchant mari! 1 certain cargoes, such as 
r the foreign economic and military aid programs, and the bill apparently 
yal ersé ese sta 
Insofar as tl would require that such st ps as may be necessary and prac- 
ticable be ta to assure that at least 50 percent of supplies procured by the 
Army and Na transpor n privately owned United States-flag commercial 
mista ould seem to supplement the act of April 28, 1904, which requires 
that A und > ippl ! transported vessels of the United States or 
\ he | : ed State 
] lear as to ) to determine, for purposes of the 50-percent 
! 1 ’ pa D , wh er United States-flag commercial vessels 
a 1 i whether tt rates are fair and reasonable 
| 1 lent it 2 me ’ transmitting recomn dations coneerning the 
for * pol of ti [ ted States H Doe No 360, R3d Cor g.J. 
Mar 30, 1954, stated with respect to our ocean shipping, that we must have a 
mer ud a o our defense requirements. Referring to the prin- 
‘ f pporting the merchant fleet | direct means to the greatest possible 
‘ 1 that e polic ( a careful analysis of the means available 
for pr lireet support, its p le effects on foreign-flag carryings, and its 
ree , specific program ¢an | commended 
I , lent sequentl iested the Department of Commerce to study 
lire ea un be utilized to maintain an adequate merchant 
mat | Secretary of Commerce is undertaking such a study in cooperation 
rit Administra , and has indicated that at least 6 months will 
> D il ( § tT In a position to 
rec i na 1 i deal it the tra sportation of water- 
bor { d States-flag \ - However, the Department will econ- 
tir ! d that fo litary and economie aid legislation contain 
ca ) g ri ed whether so other form of aid 
shi T 
Saale parcinne of Ar Na und Air Force supplies is concerned, th 
Den: Commerce |} s that 7 utely O71 1 American-flag vessels 
sho ed to tl] st p ble ex \Miercha ty vessels should 
be o7 i ! (,overnme! i cies for the transporta ol supplies only 
wh oe 1 »1 ssel i litar require ent involving security factors 
or pecial wisport rvices hich cannot be perforr d by the pri- 
vat owned and operated merchant fleet However, the problem involved in 
def t spect areas of Crovernme! and private operations is most com- 
ple if tv is essential This can better be achieved tl rough administra- 
t1V i i l¢ il ’ ~ 
l Bur I Budge as advis that there would be no o} jection to the 
sul of this report to r co 
J ean be of further assistance to you this matter, please call on us 


SINCLAIR WEKKS, 
Secretary of ¢ ‘ommerce 


SHIPRUILDERS CoUNCIL OF AMERICA. 

York, N Y., June 21, 1954 

mn for the transportation of a 
ited States-flag vessels. 


Subject: S. 3233 to prov de permanent legi 


substant al portion of wate rborr e cargoes ll 


Ho CTxHor C. ToLuBrson, 
icting Chairman, Committee on Merchant Marine and Fisheries, 
House Office Buildin Washington, D. C 








My Dear ConcressMan: The Shipbuilders Council of America as representa- 
tive of almost all of the principal private shipbuilding and ship-repeiring estab- 
lishments in the United States appreciates the opportunity afforded to it by the 
Committee on Merchant Marine and Fisheries to submit for the record this 
brief statement of its views on S. 3233, the cargo-preference bill. 

As the committee is well aware, the maritime industry of the United States. 
including the shipbuilders and ship repairers, has, for many years, advocated and 
strongly supported the proposition, that a substantial portion of all overseas cargo 
originating as a result of the expenditure of public funds should be transported in 
American-flag vessels The members of the shipbuilders council feel this to be a 
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most reasonable requirement completely consistent with the national maritime 
policy. Certainly, it must be conceded that the 50 percent participation provisions 
written Into various measures in the post-World War II 


} ‘riod have been of tre- 
mendous consequence as an aid in the maintenance of 






a reasonably adequate 
American-flag merchant marine against the inroads by low cost foreign shipping 
competition. We agree wholeheartedly with the recently stated finding by the Un- 


der Secretarv of Commerce for Transportation, Mr. Robert B. Murray. Jr.. that 






‘cargo preference legislation has been of substantial assistance in providing a 
firm backlog of traffic for t! United States ove s fleet,”’ and his further state 
ment that ‘this type of aid should be continued as a part of our national shipping 
pol cy 

The private American shipbuilding and ship-repairing industry, which is a 
vital factor in our national security, is dependent to a very great degree for its 








existence and efficient operation on a virile "ican merchant marine and to be 
effective must be in a healthy operating condition at all times 

The volume of American-flag ship operation in active service, has a lor 
range effect on the shipbuilding industry and a more immediate effect on the 
ship-repairing industry 

In view of the record which has been developed before the committee in recent 


hearings on other legislative propos under consideration affecting the indust1 





it is presumed that the committee is thoroughly aware that the long-range outlook 








for the shipbuilding branch of the indu y is very unfavorable Also, tha 
latest available figures also show that in the ship-repairing branch, the falling off 
f employment which began early »2 not only has not vet beer 
but on the 4S rf the etu fo t urter f 1954, ship repair ¢ ploy 
me ce inues to drop at su peed as to be a t of grave : 
furthe thdrawal of [ ted Sta -flag \ f wcti O} atic 
ould most certainly accelerate tl yn 1 empl ent curve i e privat 
ip-repair establisht t 
The shipbuilders cil noted ‘ upprehe t, despite I 
efforts b vo elf ado r men I ( ) iit ( reftu ) 
i le t rplus a t 1 S. 2475, an amendment 
provid ) i fla eS Da i portation of t! irgo 
which would result fron le lat ena felt that t fail 
f Congr » allow tl cl ) f 1 make oul 
import at the ) di S. 3233 ( teq } t Cong 
(s « j e of t cou conti 1 f h respe ro 
prefe 1ee yr Ur i Stat lag ship he whed hereto, for I ad 
eter ”) ot the ‘Oo s jet I t Ie rua a 54 ) tt me 
it t t li ot s tl ( | 
| Dp I wproval by the S. 3233 st ( ! 
tne rie€ ( rf : ) 1 and 0 ffices to t ( | 
| ( reatly app { 


SHIPRBUILDERS COUNCIL OF AMERICA, 
New York, N. Y., February 24, 1954. 
Hon. Toor C. To.Lierson, 
Acting Chairman, Committee on Merchant Marine and Fisheries, 


House Office Building, Washington, D. C 


My Dear CoNnGRESSMAN’ As vou are well aware, the maritime industry of 
the United States, including the shipbuilding and ship-repair industry, has, for 
many years, advocated and strongly supported the proposition that at least 
50 percent or more of all overseas cargoes originating as a result of the expenditure 
of public funds should be transported in American-flag vessels. The Shipbuilders 
Council of America, representing the major shipbuilding and ship-repairing yards 
in the United States, feels this to be a most reasonable requirement and completely 
consistent with the national maritime policy Certainly it must be conceded 
that the provision has been of tremendous consequence in recent years as one 
means of helping to maintain a reasonably adequate American-flag merchant 
marine against the inroads by low-cost foreign-shipping competition. 

Invariably, however, it seems that each time bills are introduced in Congress 
in which, based on the lessons of the past, the inclusion of such a requirement 
should by now be almost automatic, no such provision is made. For instance, 
it has been noted that proposals now before the Committee on Agriculture which 
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i ‘ f A { ( ot ti maritime 
e A Fed ‘ he Congress of 
l Or T » of 1 l ‘ roximately 
| Co Am«¢ \ | f S s amended 
1 Sena H have t g pref the original 
~ 3233 é ) t ms ( This testimony will 
Tt rill end the Merchant 
[ \ 1936 to pro 1e me is] Oo ( ] American bottoms 
T LS ») eC! I T 1 I ( on f ed by mur Gov 
ae ‘Ove} ‘ rantees the convertibility 
I I les that h cargoes b rried in America 
} er | shiy D ( are » the extent that ch ships are avail- 
I el ) ed A I flag ) ( 
Se if Co 1 hear finds and tifie 
cs en tha | : States Amer . re 
1 ble suff } YT suff ent to ( 
re ) ‘ oO! ore ) ree of ( | ted State 
v | \ f l I ransport such carg The bill 
re fl ) ch « o unless they fly 
t , ( ) “ 1 Or tne cons Oo or consignee 
{ 5 0 ! t \ lable Suite t numbers 
I l ( mnnagce ( 8) 
No American would question the at we ist have an adequate merchant 
mar of war Howe e persons believe that an adequate merchant 
eet eeded only in ti f UT World history ! conclusively proved that 
we n have an adequate fleet in peac e if we are to have one in time of war 
\n adequate peacetime fleet is needed not only as a nucleus fleet to carry war 
ippl imes « ergency, but also to develop our foreign markets 
peack e and shipowners from charging us exorbitant rates 
during war per ar yt participants The crities of these facts 
state that the United States can depend upon foreign merchant marines in time 
of wal In the past this fallacious theory had resulted in the bitter experience of 
our Nation engaging in a race against tim In the past we had been fortunate 
enough to in those races However, it would be foolhardy to continue to 


gamble with our fut 
Prior to World War ‘ 
Nation could depend upon our allies 

We recall that in World War I we and our 


ire 


for merchant s! 


our 


the so-called maritime experts was that 
lipping in time of war 
allies were nearly defeated because the 
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United States did not have an adequate merchant marine Eve before we 
entered the war we learned of the high cost of depending on foreign shins to carrv 
our commercial cargoes. That is, when we could get foreign ships to « the 





Prior to World War I the United States permitted the merchant marine to 








wither away until our ships were carrving onlv 9 percent of our export and import 
trade At the outbreak of war we were in the dangerous position of a neutr 
sation without ships The foreign maritime natior withheld their ships and our 
Nation’s foreign trade was left high and dry on our dock In August 1913 
United States hs 1  cott O ir later Auenu 
1914, we por Che pr t from 862.50 | 
in Julv 1914 to 114 heca i ead | 
carcoe d \ Can 1 und stributors o 
export ) nod 

Our allie itr: who did send their shit { our shor 
charged our shippers unbelievs ing rate Shipping rates increased 
to 700 percent even before our Nation engaged in the n nitions trad After th 
war became a full scale one, shipping rate increases of 2,000 percent were « 


Che average rate on general cargo increased 1,117 percent 


Before World War I ships were chartered for $1 a tor Two short mont 
after the outbreak of the war the charter rate was $13.88 a ton to areas outside 
of the war zone and $20 to $21 in war zones Chese high shipping profits caused 
the demand for ships to soar. The sales price of ships rose to $300 a ton from 
the prewar price of $60 a ton. In fact, shipping profits were so high that many 


ships were completely paid for from the profits of one voyage. 

Today many apologists for operating American ships under foreign flag claim 
that such ships are available to the United States. This is nothing less than 
misrepresentation of facts. Prior to World War I the great bulk of American- 
owned ships had keen registered under foreign flag When the war broke out 
most of these ships were not made available to the United States Congress 
under the guidance of the Wilson administration hastened to enact legislation to 


alleviate this critical problem. In August 1914, a law was enacted which per- 
mitted Americans to register their foreign flag ships under the American flag. 
Congress also enacted a law which provided insurance coverage for these ships. 
Thcse emergency acts had a strong effect in increasing the tonnage available to 
the United States. Despite this historical fact, the enemies of the American 
merchant marine still advocate foreign flags for American-owned ships. By 
Julv 1, 1915, 523,000 tons of shipping had been transferred to the American flag, 
Bv 1917 this total was increased to 650,000 tons. 


By the end of World War I the United Stat possessed 2,547 merchant ships 
aggregating a total of 14,705,281 deadweight tons The direct acquisition 
costs of these ships was $3,042 millio1 Of these ships 2,316 were constructed 
by the Government eat wartime co of $2,951,807,000. The balance of 231 


ships were acquired by purchases, seizure of enemy property and transfer from 
other Government departments at a net cost of $126,194 

President Wilson was greatly urbed by the mistake our Nation had made 
in not maintaining a peacetime fleet adequate to service our foréign trade during 











war In his third annual message to Congress given in May 1915, he declared: 
‘It is high time we repaired our mistake and resumed our commercial inde- 
pendence on the seas For it is a question of independence. If other nations go 
to war or seek to hamper each other’s commerce, our merchants, it seems are at 
their mercy, to do with as they please. We must use their ships, and use them ¢ 
they determin We have not shins enough of our own We cannot handle our 


own commerce on the seas Our independence is provincial and is only on land 
and within our own borders.” 
After World War I the 66th Congress made a full study of the role of the Ameri 


can merchant marine in peace and war After studying the near disaster our 
Nation experienced because of the pl ilosophy of depending upon foreign-flag 


ships instead of maintaining our own merchant marine, they passed the Merchant 
Marine Act of 1920. The conclusion thev reached is evident in the strong languags 
contained in the preamble of this law which is as follows: 

“That it is necessary for the national defense and for the proper growth of its 
foreign and domestic commerce that the United States shall have a merchant 
marine of the best equipped and most suitable types of vessels sufficient to carr 
the greater portion of its eccmmerce and serve as a naval or military auxiliary in 
time of war or national emergency, ultimately to be owned and operated privately 
by citizens of the United States and it is hereby declared to be the policy of the 
United States to do whatever may be necessary to develop and encourage the 





48863—54 6 
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fn ‘ ine ( 1 ( unt marine, and insofar as mav not be inconsistent 
vith the « re provisions of this Act, the United States Shipping Board shall 
the d f f vessels and shinning pr yperty as hereinafter provided, in the 
fr 1 reguilatior and in the administration of the shinning laws 

A t Ss] rpose and object as the primary er 1 to be obtained 
In 1936 ¢ ress reaffirmed it mandate that our Natio should develop and 
versa’ » I'nited States merchant marine adequate to service our foreign and 
I ib iva f i emergency The preamble of 
It ’ r t nations ense and di lopment of its foreign and 

! { I er that the 1 ed State hal ‘have a merchant marine (a 
¥ . Inn ater ‘ e and a substantial portion ¢ f the water 
/ wrt fareiar ommerr of the U/nited St ty and to provide 
all route ‘ entia! for maintaining the flow of such de mestic 
ar r water-borne commerce at | times, (b) capable of serving as a naval 
military a lar n time of ar or national emergeneyv, (c) owned and 
ated under the United States flag by citizens of the United States insofar as 
and m™ of } hest « Ip} . safest, and most 
i me if ves Is, onstr ted in the United States and manned with a 
a ‘ ent tizen personnel It is hereby declared to be the policy of 
I tes ter the ment and encourage the maintenance of 

, merchant marine.” [1 

Pric o World War IT we e argume tha |] had merchant 
it were Jarge enough to se he f ‘ O ptember 1. 1929 
ae Tir 1 State merchant fleet a ] 7 hips of } tons and 
The United States Maritime ¢ I ‘ ay had said 
i 1.200 st qa ace late ( ry line iW Yet ifter 
outhreak of Wi rid War TT experien uw that we neeced inv more 
than the number estimated by the ( In fact, the fleets of our 
were not available for our e and we had to — ‘ er 5.000 shins to 
eet ne snippi needs of « r Nat nd ir allie Again the e perts were 


A lepende ip ( i t atl naking its strength effective 
nemy 

A, P ( Ver well a I ! ut ict They lid all they eould to 
"i rut t al S 1939, the world ungoing merchant 
1 on n dead ; Brita and France mntrolled 
ate ee i m to \ 2 T it orto ae tral } yping Was 
: ar the German blockade became 
ffecti diatel During the 27 m« t] rior t t] entr of the United 
Stat var about 16 deadweight tons were sunk by the Axis 
ame period the combined output of the shipyards of the United 
Kingdom and the United States, which were almos 1e¢ sole source of new mer- 

int shipping for the Allies, was only 5 million ht, tons 
On Deeember 1, 1941, the ocean passenger, dry ), and tanker vessels under 


ght tons German sub- 





he American flag aggregated about 11,609,009 deadwei 
arines appeared in the western Atlantic, the Gulf of Mexico, and the Caribbean, 





1 ships n ing coastwise were su within our shores American 

ips totalir 3,609,000 deadweight tons were iring 1942, the vear of 
hea t casualties Approximately 6,764,000 deadweight tons of American 
hips were sunk during the course of the entire war 





For the entire war period the losses of ships controlled or available to the 


Allies aggregated over 36 million deadweight tons Of these losses 733 were 
American merchant ships of over 1,000 gross tons and hundreds of smaller ships. 
Thus, the American loss was more than half the tonnage of our prewar merchant 
marine 

During 1940 ane the early part of 1941 there were several months when the 
allied shipping losses exceeced the combine’ ship construction of the United 
Kingeom and the Unite?’ States by more than 509,000 “eacweicht tons 

Consitering the low ebb of American shipbuilc ing Curing the early thirties and 
the vital part which the American shipbuil¢ing in¢ustry was called upon to play 
in the suecessful carrying out of the war, it was fortunate that this incustry was 
kept alive before we entered the conflict After the German forces had overrun 
Norway, the Low Countries, and France in the eariv summer of 1940, this fact 
was even more apparent and its implicati yns became serious Accordingly, in 
the fall of 1940 the British placed orders with American shipyards for 60 freighters. 





Biter. 
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Karly in 1941 the Maritime Commission ordered 200 more cargo carriers. By the 
end of 1941 the American shipbuilding program inclucing foreign and America 
orders had been expande i to include about 1,200 ships aggregating about 14 million 
deadweight tons. It was with the view of expediting the deliveries of British 
orders that a ship of simplified design was agreed upon. This gave girth to the 
Liberty ship which was actually obsolete on the drawing board, 
During the 5-vear period 1941—45 a total of 5,280 oceangoing vessels, aggregat 

over 54 million deadweight tons were celivered from American shipyars 





During the war period British Empire shipyarc's Celivered less than 11 mi 
deadweight tons In fact, all of our allies upon whom the prewar experts ha 
claimed we could depend for merchant ships supplied us with only 715,000 gross 
tons of ships On the other han ve delivered 5,500,000 yross tons to then 

The United States merchant marine delivered the goods to our fighting forces 


uri “ ‘y 
and allies overseas. The total cargo lift from the United States between Decen 
ber 7, 1941, and the surrender of Japan was 268,252,000 long tons, of whict 
203,522,000 were dry cargo and 64,730,000 were petroleum and other liquid 
cargoes. During the last year of the war, this meant average rate of delivery 
of 8,500 tons of cargo every hour of every day and night QO 

















ir ships also carried 


the great majority of the 7,129,907 Army personnel and 141,537 civilians moving 





overseas between December 7, 1941, and November 30, 1945 During this sar 
period they carried 4,060,833 Army personnel and 169,626 civilians back to t] 
United States Because we were able to build up our Own merchant marine 
luring this war, we were able to deliver the goods needed to win the war A Isc 
we avoided the type of gouging we received during World War I During Wor 
War II general cargo rates increased only 70 percent as compared to 1,117 peree 
icing World War I. This difference is most impressive when w ote that 
hip-operating costs during World War II were substantially higher than during 
World War I 
On November 2, 1945, Fleet Adm. Ernest King, commander hief of 
United yperations, wi to Adimiral Land 
‘Du ‘3 ears, the Navv } lepe tout } ey 
arin our f et an 4 VV 10U nl Ippor ‘ 
id n at IfS Nulss1or Consequ lois fl ha 
nerchant marine shar success as it shared in our trials 
‘The merchant marine is a strong bulwark of national defense i peace a 
1a buttress to sound ational e ( \ A lar » merchant mari is not o 
an important national resource; it i beir an integral part of our countr 
urmed might during time of crisis. During World War II, this preee has | 
prover 
“As the merchant marine returns to its peacetime pursuits, I take pleasure 


expressing the ivv’s heartfelt thanks to vou and through vou to the officers and 





men of the merchant marine for their magnificent support during World War II 
All hand ‘| a pride of accomp 

“We wish the merchant marine every success during the years ahead and sin- 
cerely hope that it remains strong and continues as a vital and integral part of 
our national economy and defense.” 

Admiral King closed his letter with the wish that our merchant marine remain 
strong in the future in order to preserve our national economy and defense. His 
advice, like the advice of other practical men, was subjected to the attack of 
post-World War II peacetime theorists who claimed that it was not necessary 
to revitalize our merchant marine with more modern ships. In fact, some 
theorists even went so far as to state that our merchant marine must be sacri- 
ficed in order to help close the dollar gap between foreign nations and the United 
States. 

When the Korean war broke out our allies were no/ ‘n a position to provide 
the ships for that limited operation. At the outbreak of the Korean war our 
sinking merchant marine consisted of only 1,162 seagoing ships manned by 
59,000 seamen. Our Nation and the free world were serviced by activating ships 
from the United States national defense reserve fleet. The peak size during the 
Korean war was reached in February 1952, when our merchant marine consisted 
of 2,046 ships manned by 100,000 seamen. Our privately owned and/or operated 
merchant marine carried 86 percent of the cargoes to Korea and the Far East. 
The remainder of the cargoes were carried by MSTS and foreign merchant ships. 

We entered both world wars with inadequate merchant shipping. We were 
required to build additional ships for ourselves and our allies upon whom we 
were relying for shipping. It should be clear even to a novice that this condition 
has not changed. Indeed it appears to us even more serious than heretofore. 
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1934, the 73d Congress passed Publi: 


rgoes financed bv the Export-Import Bank 
I ( hould be carried it American 
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ropean countries, 
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he time we are 


wnt T i free world during the 
( ( hba By April 1, 
ma | 0 angoi ps manned by 
] I ] arg 1 ay by saying 
c a reason for depressing 
ik beca ( ! ire carrying only 29 
: ; r} reason for the depression is 
t j id t LD n to provide a United States 
e adequate to cart 1 10 percent of our foreign trade. 
é fa t 1¢ aritime program 1s 
yd , y ta ipbuilding industry Despite 
Mar 4 : ussified 16 percent of our merchant 
private shipyards on January 1, 1954, had orders to build only 
hit LT OT 626.63 ( rt} is only 5.3 percent of 
mt r 4 r fo 1,492 I ts aggregating 13,726,336 
' t} t placed t 1 States in sixth place 
4 ] l 1954. t ( 3 heir constructed or 
, fir C ra aS as i OV 
40.5 
‘ 10 ; 
Rg" 0) ( 
1 Ss. 454 
154 ( re 2! re} t ips, aggre ing 457,100 
nder col ic I State Dp i The classes of thes« 
Number of Gross tons 
} 48, 500 
2 26, 200 
é 380, 100 
2 300 
29 457, 100 
29 s are only 33 per f th mber of ships on order at the early 
Moreover e end of this year only 2 of the ships will not 
rhis distres hen we realize tl our shipyards have not 
orde fo me} ip of 1,000 yross to or over for the 
, ‘ 
f Merc! M Act of has stated that 
I st | ficic » Carry portion of our 
( mn interpret on of is that Congress 
eC! rine 1 rr) t | t 50 percent of our total 
11my trad striving to achieve this overall goal, Congress 
se our pere tage of « rt end port cargo carriage by passing perma- 
| vhich would provide that Americs ships carry from 50 to 
ot our foreleg economic Bl d military goes, as well as cargoes 
Government k or gueranteed by foreign cu ev convertibility. 


No. 17 which stated 


or any other instrumentality 
When available eat 


bottoms 


xport Import Bank 
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American bottoms to 


nd other Govern- 
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ment instrumentalities, Government agencies in consultation with shi 
terests have permitted ships of recipient countries to carry 50 percent of est 
cargoes. Congressional mandate that American bottoms should carry at leas 
50 percent of the cargoes | rovided under foreign economie and militarv aid 1 : 
grams is contained in the following 
1. Economic Cooperation Act of 1948 and the ECA amendment 49 (Publi 
Law 47, Slst Cong 
2. Korean Aid Act (Publie Law 447, SIst Cons 


3. Yugoslavia Emergency Relief Assistance Aet of 1950 (Publi La ROT. 








t. India Emergeney Food Aid Act of 1951 (P Law 48, 82d Cons 
Mutual Defense Assistar A | Law 329, Sl Co 
{ \iutual Seeur Let 1951 (P I 165, S2d ¢ p 
1, Fea un Whea | (Public Law 77, % y 
| he , ; oO ’ ) ( 
ute re . 
YQ perce! i ( ‘ al f ! ’ 
! iIntainl ade t¢ An ’ ( t marine ha t pre 
racth he eC wre re 1 tl} t there i l t1o for ir G1O\ 

assistil yur foreign allies im re ud their merchant marines which were 

tated during World War II However, it is now obvious t] the foreign mer { 

marines are reaching their pre-World War II effective siz {our Nation | 

| ( ed with keepi rn eha nari the igh sé I 

( TO Us¢ | { ited Sta l 1 po g Gover 

irgoes Forei ) ei { } ] llowed | 
Ips are oO ivAlla Or t ¢ t Ow Ul I { 
it10 are more in tant » those ti s tha url ‘ 

marine is to the United States 

At the present time the American Tramp Shipow rs Association’s met! 

have pending applications for the wholesale transfer of 60 of their 150 tramp ships 

to the runaway flags. They claim that their ships are idle because of the lack of 

economic and military aid cargoes. This wholesale transfer of 60 American t1 

} 4) ‘ 


ships would be only the beginning of the transfer foreign of their entire tramp 





























fleet The ir argument for the necessity of tratr sferrineg their tramp sl | col ( 
solved by the enactment of 8..988-dato law... Moreover, i. would. cull th 
centive to transfer foreign if they knew that their ps unde he runaway fl 
wi be virtually ineli le to carry merican-aid cargo¢ 

Che provision of § t tha ‘ fla ps not re te 
under the flag of the signee nation may participate in t! wrriage 
of such equipment, 1 imodities only e extel hat h na 
does not have ships try available in ficient numbers or in f 
ficient ton > CAPAC Vimportal in that American powner will 
be discouraged from heir ships to foreign flags. As of January 1, 
1954, there were a total of 346s f ss tons and over owned bv Amer 
can companies and operated under fo \lso, there were a total of 
ships being constructed for these compa erate under foreign fla These 
118 ships are 34 perce! of the pl l ps flving e U1 1 State 























flag Of these 418 ships, 207 are under the runaway flags of Panama, Hond 
and Liberia. The main reason for transferring to these runaway flags is to evade 
United States taxes, employ low-wage foreign seamen, and evade United Stat 
inspection standards \lso, it has proved profitable for some American-flag 
companies to carry the shar f our aid cargoes hich have been reserve fo! 
American bottoms and at the same time to have their fore ug ships car 
those cargoes allocated to foreign-flag ship 

Despite the great importance of a strong American 1 erchant arine I 
industry has been under constant attack from the foreigi pping lobbyi and 
some economists saturated with pure theory Dhe eory-minded econor 
are most damaging because they are credited with be bia lars 
However, as theorists they bas heir assumptions and dra ( ( 
& vacuum on paper, and not in the world of harsh real 

The argument most. often used by the foreign shipping t nd me 
uninformed Americans is that the American merchant marine must be sacrifice 
in order to help close the international dollar gap For the ast everal vear 
this overworked, fallacious argument has been the lead in the attack upon the 
yrovisions of American laws which state that American bottoms shall carry at 





least. 50 percent of all military or economic-aid cargoes as 
“te 


rv the United States Governmer 
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Since the committee is fully aware of the basic picture of the international 
of payments, we shall briefly deal only with the balance of payments 
resulting from ocean shipping as a part of the export and import of goods and 
services account In this analysis we shall not deal with the remaining balance 
of payments accounts, such as unilateral transfers, gold sales and purchases, etc 





Therefore, the dollar gap we will be discussing will be the one existing only in the 


United States export and import of goods and services account, which includes 
ocea pp Of course, it will be slightly higher than the final dollar gap 
esul g when all accounts are considered. 
| I ! balance of payments of the United States in goods and services account 
mill of dollars 
— 
4 4 1948 1949 10M 1 ay 195 
‘74 f 6. OF 4 { 918 64 21 7 
g ‘ 268 ( 2.128 { 1 4 16, 628 
re 600 f 9 99 64 4 4 7% 
® 08 & 1, 2R¢ 1. 036 
456 7 49 TR] ) "4 
} Ore I yO 4 6S ( 9 " 3 132 
; @ g 3 
) ( rfl i I ( 
It ‘ lent from table I that the United States receipts balance on the ocean 
account is from 14 percent (in 1947) to 3 percent (in 1953) of the United 
States receipts balance on exports and imports of goods and services. Since we 


a mostly interested in the ocean shipping account we will show and briefly 
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explain the breakdown of the ocean shipping account 
Tat I] International ocean transportation, 1946-538 * 
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I} United States receipt item tered into the ocea hipping account for : 
the operations of ed Stat ompanies consist of (1) freight receipts for carry- ; 
exports fro I ited States, (2) receipts for carrying foreign cargoes from 
fore » another, (3) fares and other shipboard expenses of nonresident ‘ 
passenger {) revenues fron arter of ps to foreign operators, and (5) port { 
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The freight revenues earned by United States ships on imports into the United 
States are paid by United States importers to the United States ship operators, 
therefore they are considered domestic trade and are not considered in the inter 
national balance of payments. 

The United States payments items in the ocean shipping account consist of 
1) payments to foreign companies for carrying imports into the United States, 
2) fare payments and other shipboard payments made by United States residents 
to foreign companies, (3) payments to foreign companies for the chartering of 
their ships, and (4) port expenditures by United States ship operators in foreign 
ports. 

The freight revenues earned by foreign ships on the United States export trade 
are paid by foreign importers to the foreign ship operators, therefore they are 
considered domestic trade of the respective foreign nations and are not considered 
in the international balance of payments. 

Table II shows that from 1946 through 1953 the United States earned mors 
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money on the ocean shipping account than they paid to foreign countries. The 
peak of this dollar gap in ocean shipping was in 1947 when the United States r 
ceived $1,141 million more than thev paid to foreign shipping interest It must 
be noted on table I that 1947 was the year in which there was reached the peak of 
the dollar gap between United States exports and imports of goods and services 
In that vear we exported $19,796 million worth of goods and services and imported 
SS,olS n = lis left a dollar gay of $11,478 million 1947 Vv a a 
postwar vear which found the foreign nations in a crippled postwar economi 
condition Their productive forces had been disrupted to the point where the 
depended on United States exports for their livelihood as well as ret ulding il 
economic svstems it 1s most important to kno that mucl f their merchant 
fleets had been sunk during the war and they depended on American ships f« 
transportation of food, merchandise, and capital equipment 

After 1947 the nations of the free we had redeveloved their economies to t 
point where they required less exports from the United States and, in tur re 
increasing their exports to the United State This, of course, meant that th 
dollar gay was ravidly closing In 1950 the United States export 
million worth of goods a id ser ices and impor ed $12,128 1 illion we 
and services. Thus, the dollar gap in goods and services shrank t 
million. In 1950 the ocean shipping account showed that the 1 
ceived $883 million and 1aid $643 million for ocean shioping T) 
ga in ocean shioping had shrunk to $240 million It was then o 


dollar gap was ra idly closing and experts had predicted in earl 
would be completely closed in 1951 
At the outbreak of the Korean war in June 1950 the free worl igain looke i 

















the United States for increased exports of our productic rees | 1951 tl) 
dollar gap in goods and service pread to $5,164 millic Also 1951, tl 
United States received $1,353 million and paid $787 illion oO he ship} i 
count This left a dollar gap of $566 million in the 1951 shipping account 

At this point we must emphasize that in 1951 the foreigr hip} Ing iot bi ists 
this country began to clamor about closing the ocean shippi ollar gap How 
ever, they did not point out that they 1 not have the ships neeced to transport 
the increased world trace caused by the Korean war In fact t United State 
private shipping operators cid not have e1 h ships to meet the s] 1 ( : 
shipping needs of the world. Private shipowners expanced their fle 
Government was compelled to reactivate approximately 600 sh from mothbal 
in our National Defense Reserve Fleet in order to properly service the free w 
in its stand st Communist ager ior This meant that our merchant ! 
had to be « ed fro a 1.200 ship p e- Korea fle o over 2.000 ships in late 
1951 

It is most appalling to realize that the foreign ipping | ts were act 

ving that our Government should have reactivate 1 our sit fro not ht 

{ turned them over to them for operation At no tin it or Wi 

ate that their respective countries woul undertake the ri ive tur 
holding large numbers of ships in reserve for world emergencies Inst 
believe that every ship they own shoul  @& paving \ re in pe ea 
wartime we should give them ships to se a Collar gap his prepostero - 
mand is galling to those of us who think more of preserving free in the wor 
than we ¢o about a dollar gap 

In 1952 our ports ¢ oods and vel S20 | a po 
we $15,794 million I le i do ip of § ) ila 
I me on good rnd ( 
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With the exception of stevedoring in foreign ports, which is done at low cost by 
low-wage foreign labor, nearly all United States vessels’ purchases of bunker fuel 
subsistence, supplies, equipment, ete., are made in the United States I} 
the expenditures of United States ship operators in foreign ports are kept relatively 
low 

In 1951 the ocean-freight and passenger-fare receipts of United States operators 
was $920 million while the expenditures in foreign ports was only $183 millior 
This meant that only 20 percent of the ocean-freight and fare-revenue dollars 
earned by United States operators were ret rned to foreign countries as port 


expenditures In 1952 only 24 percent and in 1953 only 27 percent of the United 
States operators’ ocean-freight and fare dollars were returned to foreign countries 
as port expenditures Thus, unlike the foreign countries who actually retained 


only 20 cents of every dollar earned as ocean-freight and fare revenues in 1953 
the United States retained 73 cents of every dollar earned in the same year 


Che above data refutes the argument of the foreigu lobbvists and the uninformed 





American theorists which states that every dollar earned by a foreign-ship operator 
means the closing of tl 

Theorists often charge that our governmental policy toward cargo preference 
for our merchant marine is discrimi: ! 
We wish to point out that every modern nation favors its merchant ships ir 


e international balance of payments dollar gap by Sl. 


torv toward foreign merchant marine 





order to assure themselves of an adequate m« ant marine These nation 


place their merchant marines in a favorable world competitive environment by 


such devices as direct subsidy, cargo pre ference manipulations, or prohibitions 











in foreign currencies, reduced port, consular and documentation charges for their 
ships, liberal tax benefits, ete Some nations even discriminate to the degree of 
having preferential berthing facilities for their shijs. Their ships dock prom)-tly 
to discharge and load cargo while ships of foreign flags have to wait until th 
national ships are cleared Ships of other flags have to wait for long »eriod 


During this waiting period at anchor, the national-flag merchant ships freely 
enter the ports and dock ahead of ships flying other flags 

We shall not go into a detailed ex; lanation of the discriminatory merchant 
marine practices of foreign nations We point out that they do exist For a 
detailed exrlanation of this problem we refer to Discriminatory Acts of TPoreign 
Governments Affecting our Merchant Marine, hearings before the Senat 
committee on Merchant Marine and Maritime Matters (Magnuson subcom- 
mittee), 82d Congress, 2d session 

We respectfully urge this committee to emphatically reaffirm congressional 
intent by taking another step forward in achieving and maintaining an Americ 


e Sub- 


merchant marine adequate for the development of our foreign commerce and 
our national defense. You can do so by taking the lead in having S. 3233 enacted 
into law 
THe AMERICAN LEGION 
WASHINGTON HEADQUARTER 
Washington, D. C., Jur 195 
Hon. Atvin F. WEICHE! 
Chairman, House Mert nt Marine and Fisherie Committee 
House Office Building, Washington, D. ( 

DEAR CONGRESSMAN WEICHEL: I understand from reading the Congressio 
Record of June 18, that the House Merchant Marine and Fisheries Committee is 
cheduled to hold public hearings on 8. 3233, same being a bill to amend t 
Merchant Marine Net of 1936, to provide permanent legislation for the transporta 
tion of asubstantial portion of waterborne cargoes in United States-flag vessels, ¢ 

I enclose a copy of resclution No. 593 adopted at the 1953 national conve 
of the Americat Legion and invite vour attention to the third resolved AUS 

If you have no objection, I would respectiully request that the enclosed resolu 
tion be incorporated in the minutes of the hearings on the bill S. 3233 Ar 
assistance vou can extend alongs these es Wil be deeply apprecia ed 

Thanking vou for your courtesy and cooperation, | am 


sinceretyvy yours, 
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RESOLUTION No. 593. MERCHANT MARINE PROGRAM 


1953 National Convention of the American Legion, St. Louis, Mo., August 31 to 
September 3, 1953 


Whereas the American people do not realize that the United States is a maritime 
nation whose economy and very survival depends upon seapower, and 

Whereas seapower is the ability to command the seas with the combination of 
a powerful Navy and a merchant marine, capable of carrying on our trade and 
commerce throughout the world, and of providing raw materials without which 
our peacetime economy cannot exist, and 

Whereas the United States is no longer a self-sufficient nation but depends on 


mports of more t han 50 strategic raw materials such as iron ore, manganese, petro- 
eum. til isal for both our peacetime needs and defense programs and since these 


would not be available to us in either peace or war without American-flag mer- 
hant ships to transport same, and 

Whereas the American Legion has long recognized that American merchant 
I s essential to the security and prosperity of the United States, and 
Whereas our existing merchant fleet is inadequate because it is composed of 


nany vessels too old and slow to meet the demands of peacetime commerce and 
re rements of modern war as military auxiliaries: now, therefore, be it 

Resolved, That the American Legion reaffirms its 35-vear support of a strong, 
ffective, and modern American merchant marine, privately owned and operated; 
and urges t! Congress of the United States to enact. and the Government to 
administer, such policies as will: 

|. Eneourage and assist private enterprise to build and operate a merchant 
fleet of fast, modern, safe ships to guarantee the essential ocean services of our 


ely available to serve our national security 





peacetime trade, and to be immedia 
requirements 

2. Base ship operating and building aid on equality of opportunity, and provide 
neentives for private enterprise not only to equal but to exceed and excel foreign 
competitior 

3. Require that Government-financed cargoes and civilian passengers, whose 
transportation is paid for by Government, make maximum use of private United 
States steamship facilities, and that not less than 50 percent of United States 
oreign-aid cargoes be transported on private United States-flag vessels. 

4. Assure that supplies purchased abroad by and for the Government of the 
United States should be transported on private United States-flag vessels. 

5. Correct and remove discriminatory practices of foreign nations against 
American shipping. 

6. Eneourage and assist domestic American shipping to reestablish itself as a 
vital part of our transportation system and our national security 

7. Prevent restrictive provisions in appropriation bills which limit the develop- 

ent of a strong fleet; require that maritime legislation be considered by the 
appropriate committees of the Congress 

8. Encourage and aid the United States Merchant Marine Academy and the 
Maine, Massachusetts, California, and New York Maritime Colleges by standard- 

ng allowances at $65 per month per cadet. Establish policies that will attract 
e highest tvpe of voung men to these facilities 
9. Assure that action be taken on the Navy’s recommendation for specialized 
merchant vessel types including heavy-lift ships adapted to the loading of tanks, 


ocomotives ete 


f 


} 
+ 


10. Assure that Government encourage and assist a program to increase the 
private financing of ship constructior 
11. Guarantee that immediate action be taken to remedy the existing deficiency 
defense tanker capacity 
Whereas the American Legion has adopted and intends to continue a program 
of direction action for a strong American merchant marine; and 
Whereas in order to implement the broad and extensive information and educa- 
al campaign by the American Legion on behalf of a strong American merchant 
marine for our national securitv: now, therefore, be it. 
Resolved, That the director of the national security commission and the chair- 
ian of the merchant marine committee of the American Legion are hereby 
directed to continue to seek and obtain from all possible sources such information 
and assistance as will insure the effectiveness of the mandates of this convention 
the merchant marine; and to encourage public relations 














Cones 
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officers of the various departments of the American Legion to arrange meetings 
forum discussions on maritime affairs and recommend that the department 
commanders invite informed speakers on such subjects to appear before their 


and 
and 
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annual department conventions; and, further, that the director and the chairman 
of the merchant marine committee be, and are hereby authorized to participate 
in all hearings affecting said program; And be it further 

Resolved, That the American Legion in national convention assembled at 
St. Louis, Mo., August 31 to September 3, 1953, instruct the national head- 
quarters of the American Legion to prepare and to conduct an extensive informa- 
tional and educational program about the American merchant marine as our 
fourth arm of national security 


INDIANAPOLIS, IND., June 23, 1954 
Hor C. ToLLerson 


v Cha rman Verch int Var re and f sier Clon 


House of Representatives 


I respectfully request that the record indicate the American Legion's full 

ipport of S. 3233 Our si pport is based upon the adoption of Resolution 593 at 

‘ our last national convention held i St. Louis, Mo ,ugust 31 to september 3 
1953, which in part states that ot less than 50 percent of United States forei 


aid cargoes be transported in United States flag vessels 





For more than 35 vears the American Legion has recognized ) 
istent advocate for a large modern maritime fleet readilv availab! atio 
In war Provision for the transport of aid cargoe \merican \ as t 
the maritime industry to maintai fourth arm f our national defense i 
continuous state of readiness 

H RY PARE 

Cha n VJ Va e Co natles 

/ | can Legio 
Exe IVE OFFICE OF THE PRESIDEN”, 

OFFICE OF HE Direc’OoR FoR MuruaL SeEcurrIvy 

Washingtor mC June 1 ) 
Hon. Arvin F. Weicuet., 
Chairman, Merchant Marine and Fisheries Committee, 
House of Representatives, Washington 25, D. ( 

DeAR CHAIRMAN WEICHEL: Responding to vo iquiry, may I a 
that it will be the poliev of the Director for Mutual Security in in plementing 
the Pakistan wheat bill to strictly comply with section 111 i 2?) of the Mutual 
Security Act as amended Pursuant to that at least 50 p it will be trar 
ported in United States-flag vessels if they are availa 

Thank you for vour courteous tel | hone call 

Sincerely ours 
HAROLD | STASSE* Director fo Vutual See iy 
® DEPARTMENT OF THE NAVY 
Minivary SEA TRANSPORTATION SERVIC! 
Washington, D. ( Jd une 
Hon. THor C, ToLLerson 
Chairman, Merchant Marine and Fisi es Clamn 

. House of Representatives, Washington, D. ¢ 

Wy Dear Mr. CuHarrMan: In n tatement on Senate bill S. 3233, which | 
pre sented on behalf of t ie Department of Defense on June 23, 1954, reeommenda 
tion was made for the deletion of the words ‘or other » obtain for its 
account” appearing in line 8 of the first page 

As a result of the questioning of Congressme Ca und Dor l vhich it Was 
quite prope rlv brought out that the 1 mime led deletion would not ia 
overcome the objections of the Department of Defer é iwi to offs the follow 
alternate amendments for the consideration of your committee 


a Delete the words or otherwise obtain for its own accout G; , and the we j 
shall’? between ‘‘or’ and “‘furnish’’ in line 8 of the first page 
} 


; ») In line 8 of the first page, delete the comma after the word “‘accouw und 
; add except equipment, materials, or commodities for tl Departme 
Defense),” 


Sincerely yours, 


Commander Military Sea Transportation Se 


a San 
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STATEMENT OF Howarpb E. Munro, LEGISLATIVE REPRESENTATIVE, THE CENTRAL 
LABOR UNION AND METAL TrapeEs CounciL, AFL or THE PANAMA CANAL ZONE 


Mr. Chairman and members of the committee, my name is Howard E. Munro. 


I am the legislative representative of the Canal Zone Central Labor Union and 
Metal Trades Council; the central bodies of 26 unions affiliated with the American 
Federation of Labor. The membership of these unions are the United States 
cit ns emploved by the United States Government to operate, maintain, and 


protect the Panama Canal. 
I have been an emplovee of the Panama Canal Company since May 1943, and 
am at present on leave without pay 





We wish 1 hank the committee for this opportunity to present our views on 
dS. 3233 


In our opinion, the present language of 8. 3233 includes the steamship line 
I 


owned and operated by the Panama Canal Company, a Federal corporation 
operating under the Government Corporation Control Act of 1945. 

rhe principle function of this steamship line is to provide transportation for 
supplies and material for the maintenance of the canal and transportation for the 


vees who operate and maintain it. 
f this committee is presently engaged in 


iblic Law 841 of the 8lst Congress including 





-OMmMitte or t 


public hearings on the operation of | 








employee compensation. 
| wage ent consultant firm of Booz, \Jlen & Hamilton was employed on 
of t Senate Appropriati Committee to make a study of employee 
ation and submit their finding \ copy of this study with recommenda- 
I is been Turnished this committee his study is a part ‘of the subcommittee 
heari! just mentioned 
| Be Allen & Hamilton recommendation No. 5 is to retain the present 
{ r fringe benefits Che tran portatior of employee s bv the Panama 
Canal ¢ pany ships falls within the category of other fringe benefits. 
Che enactment of 8S. 3233 into law in its present form would seriously affect 
t operation of the steamship line with a result the employee transportation 
iid be affected. This could result in another financial loss to the emplovee. 
\ therefore, respectfully request the committee amend 8S. 3233 so that it 
does not apply to the Panama Canal Company 


Whereupon, at 12:10 p.m., Thursday, June 24, 1954, the committee 
recessed until tomorrow, Friday, June 25, 1954, at 10 a. m.) 
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FRIDAY, JUNE 25, 1954 


Unirep States House or REPRESENTATIVES, 
ComMITTEE ON Mercant MARINE AND FISHERIES, 
Washington, dD. c 
The committee met, pursuant to call, at 10:10 a. m., in room 219, 
Old House Office Building, Hon. John J. Allen, Jr. of California 
presiding. 
Mr. Auten. The committee will come to order on the hearing of 
5. 3233; and we are pleased to hear Mr. Francis T. Greene as our first 
witness. 


STATEMENT OF FRANCIS T. GREENE, EXECUTIVE VICE PRESIDENT, 
AMERICAN MERCHANT MARINE INSTITUTE; AND ALVIN 
SHAPIRO, DIRECTOR OF RESEARCH DEPARTMENT; AND 
RALPH B. DEWEY, PACIFIC AMERICAN STEAMSHIP ASSOCIA- 
TION ; AND HUGH S. WILLIAMSON, ASSOCIATION OF AMERICAN 
SHIP OWNERS 


Mr. Greens. Thank you, Mr. Chairman 

With your permission, I’d like to have Mr. Alvin Shapiro, the direc- 
tor of the research department, sit with me in case detailed questions 
may be asked about volume of traffic or statistical matters, because 
he has the answers at his fingertips 

Mr. ALLEN. That is agreeable. 

Mr. Greens. Mr. Chairman, in order to save the time of the 
committee, with your permission, I will not undertake to read the 
statement, which was submitted vesterday on behalf of the American 
Merchant Marine Institute, the Association of American Ship Own- 
ers, and the Pacific American Steamship Association. But I would 
like briefly to touch on certain of the points of our affirmative position ; 
and then read in detail so much of that statement as is a 
specifically to the objections which have been voiced to 5. 323: 
the course of the hearings. 

Mr. Dies. Looking over your statement, you have a lot of fine 
things in here; but there are general statements that we all agree with 
There can be no contradiction. If you can confine youself to this bill, 
showing wherein you think it is necessary, and where we are going to 
accomplish some good, I think we will get further than we would to 
review the history of the merchant marine, and the neglect of it, and 
the value of it, and what-have-you. Just get right down to the meat 
and show us what we ought to do. 


ldressed 
} during 


x9 











Qt) WATERBORNE CARGOES IN UNITED STATES-FLAG VESSELS 


Mr (JREENI Ye 3, sir: | will do my best to do that and in 2s few 
words as possible 

Mir Au EN. If vou care to have it included in the record at this 
int, vour statement may be printed in the record 

Mr. Greene. Thank you, Mr. Chairman. I would like to have 


it so done 


; + 


The statement o Mer (csreene is as follows 





STATEM oO \ RICAN MERCHA MARINE INSTI11 PaciFic AMERICAN 

S AMSHIP ASSOCIATIE AND ASSOCIATION OF AMERICAN SHIP OWNERS 

AY arr 1 | (jreene I am the executive vice president of the 
American Merchant Marine I itute, whose members comprise the majority of 
\ i ig Operators in all categories of ocean shipping 

In appear here to urge the need of the American shipping industry for fair 





ference | slation in the form of S as. | speak not 


ior t nerica Vierchal Marine Institute, but also for Pacific American 
Stear pm Association anc the Association of Ameri 








can Ship Owners, whose 

resentatives, Messrs. Ralph B. Dey and Hugh S. Williamson, participated 

he 1 tion of tt atement anc are available to answer questions or 
‘mark Together we represent substantially the entire Ameri- 

flag merchant marine Many hours of searching Ciscussion, not only betwee 

the va mst ‘senting agement, but also with those representing mari- 
labor pr ere the ntroductio anc have accompanied the legislative 

re of this bill We are all convince’— labor and management alike—that, 
orcer to sur ve America erchant marine must obtain a fair portion of the 


argoes paid for by American taxpayers and controlled by our own Government 








Che ist f our commercial shipping industry in the final analvsis 
1¢ sp ur Oh Carg@ot hicl t face of today’s increasingly severe 
foreign competition are growing less and kk available for American ships Ir 

nitio yf the erall ' consitions in the American merchant 





r, in an article 
nthe New York 


iationallvy renowned auth 








‘ ‘ hant Marine Ailing,” published earlier this month 

| ‘ * * * the merchant mari isually the poor cousin of the armed 

service perio etween wars, is again lapsing into somewhat the same ce- 
te that characterized it prior to World Wars I and IT.” 


Before discussing the bill, I should recall to the American people, though I need 
hardly remind this committee, that it has been the unswerving national policy 
of our Nation to maintain and promote an adequate merchant marine since as 
long ago as 1790. In modern times the Merchant Marine Act of 1920 reaffirmed 
this polh that 

* * * the United States shall have a merchant marine of the best equipped 
and most suitable types of vessels sufficient to carry the greater portion of its 
commerce and serve as a naval or military auxiliary in time of war or national 
emergency ultimately to be owned and operated privately by citizens of the 
Lnited States 

In 1928, in 1936, and again in 1946, the Congress reiterated this policy in almost 
identical words. The policy of the acts of 1936 and 1946 that a “substantial 
portion of the waterborne export and import foreign commerce of the United 
States hould be carried in American ships has been consistently interpreted to 
mean at least 50 percent of our foreign commerce. As so well stated on the floor 
of Congress by your chairman on March 2 of this year 

An American merchant fleet capable of carrying at least 50 percent of our 


foreign trade is the most reasonable figure because it represents a workable 
nucleus for expansion in the event of another all-out war.”’ 

This national policy has been, is, and must continue to be the premise for con- 
gressional action It ought also, but has not always been, the premise for admin- 
istrative action All the agencies of our Government ought to owe equal alle- 
giance to the statutory policy so long established and so often reaffirmed by the 
Congress Che cargo-preference bill now before you represents no more than an 
effort to carry our national shipping policy into practical effect and to close the 


loopholes by which it is being avoided by some agencies of our Government not 
alwavs aware of the necessity that our merchant marine must be used in time of 
peace if it is to be available in time of war. To quote again from your chairman, 

We cannot have an adequate merchant fleet in time of war unless we have one 
now—in time of peace.” 
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If our national maritime goal of carrving 50 percent of our waterborne foreig! 
trade is to be achieved and, when the Government itself is the world’s largest 
shipper, it seems only proper for the Government itself to set the pattern by which 
half of our cargoes move overseas in United States-flag vessels It would become 
doubly difficult to enlist the support of private shippers if the Government itself 
were to set the sorry example of flouting the very policy which it has itself estab 
lished in earlier legislation 

Moreover. support of the operating merchant marine by private shippers and 
Government alike, seems the most direct and economical wav of maintaining a 
nucleus of both shid-operating and shipbuilding skills Such support in the form 
of cargoes would offer the possibility of successful shir operation and thereby begin 
to overcome the dearth of activity in American shipyards which is fast leading 
to the degeneration, if not the complete elimination, of a minimum nucleus mobi 
lization base in the construction and repair industry Thereby, we mav begin 
to contribute to the amelioration of conditions under which not one order has 
heen given by private citizens to American vards for a tanker since August of 
1952 or for a dry-cargo ship since October of 1950 

At the outset, let me emphasize that S. 3233 would not control the routing of 
commercial cargoes. It could not burden or impede the ocean transport of na- 
tional-defense cargoes. It could not affect in any way the convertibility of United 
States investments abroad. 

On the contrary, it is directed solely to cargoes which, directly or indirectly, 
are generated by our Government and are paid for or otherwise finaneed by the 
American people. Here, in brief, is how the till would give vitality to our national 
shij ping } olic y that “a substantial portion” of our foreign commerce should move 
in American-flag ships: It would apply this prineiple, but only to the extent that 
American-flag ships are available, at fair aod reasonable rates, to the following 
types of United States Government-generated cargoes 

1. Government-procurement cargoes. 

2. Government foreign-aid cargoes. 

3. Government sales for foreign currencies 
4, Government-loan cargoes 

The remainder of the bill is merely a permanent codification of the numerous 
shipping provisions of existing foreign-aid legislation except that it wisely extends 
the cargo preference to “privately owned”’ as well as to “commercial’’ United 
States-flag ships. ‘‘Privately owned”’ ships, of course, include American ships 
chartered by their owners to the Government 


GOVERNMENT PROCUREMENT CARGOES 


Government procurement is the first area of shipping to which the bill applies. 
It reads, “whenever the United States shall procure, contract for, or otherwise 
obtain for its own account * * * anv equipment, materials, or commodities, 
within or without the United States, * * * the appropriate agency or agencies 
shall take such steps as may be necessary and practicable to assure that at least 
50 per centum of the gross tonnage * * * which may be transported on ocean 
vessels shall be transported on privately owned United States-flag commercial 
vessels, to the extent such vessels are available at fair and reasonable rates for 
United States-flag commercial vessels * * *.” 

Our position on this subject is reasonable when it is noted that since 1904 it 
has been the plain intent of Congress that Government cargoes should move 100 
percent in United States flag ships. The act of April 28, 1904 (31 U.S. C ; 
1365, and 34 U.S. C., sec. 528) requires that ‘‘vessels of the United States, or 
ee to the United States, and no others shall be employed in the transporta- 
tion by sea of coal, provisions, fodder, supplies of any description purchased 
pursuant to law for the use of the Army or Navy * * *.”’ [Emphasis added.] 

In practice, however, this statute has been avoided. In recent years the military 
agencies have frequently contracted for foreign supplies on a laid-down cost basis, 
i. e., cost, insurance, and freight, or in some other manner whereby title does not 
pass until the cargoes reach destination. Where this is done, routing is exclusively 
controlled by the foreign supplier and American ships have carried little, if any 
of such cost, insurance, and freight, Government cargoes. 

It has been explained to the industry that this nonuse of American ships is 
legally justifiable on the basis of a contention that the goods are not ‘“‘purchased”’ 
by the United States until arrival and delivery and, therefore, are not subject to 
this statute. It seems clear that all military procurement was intended by the 
Congress to be subject to this statute and therefore to move exclusively in Ameri- 
can-flag ships. In 1904 the Army and Navy did the bulk of all Government buy- 
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ing overseas Since then, however, the procurement activities of civilian agencies, 
such as the General Services Administration, have become vast and far-flung. If 
the congiessional policy of ng American-flag ships for Army and Navy procure- 
ment be sound, as it unquestionably is, it then follows that it must be equally ap- 
plicable to cargoes procured by a agencies of our Government whose activities 
have so greatly expanded since 1904 

In 1 respect, therefore, the | marks no departure from earlier policy or 
preced t rather 1oes the re nan close a toophole in existing statutes 

ric has been s ipon a ortsighted at mp i false economy 
false beea the yng can only uve the effect of further debilitating the 
Amer Cal mercha | marine nis lepartn ental 3} rtsights ness really adds 

the ultimate burden of 4 aining an adequate American merchant 

i Deca | ‘argor ire denied other and more ¢ ly forms of aid must 
e subst in-flag s ure to remain in oper I 

GOVEF MENT REI NY AID ¢ RGO! 

Foreigi d is the next area to which S. 3233 is directed Phe 50-50 provision 
vou be avplicable whenever the United State ‘shall furnish to or for the ac- 
( ! fa foreign ! ol vit pro for reimbursement, any equipment, 
materia r commodities, * *? whether obtained ‘“‘within or without the 

United States * * *,’ With t xception of ffshore’”’ procurement, which 
| Aa ais ater, the bD I I ect no more a a codificat n of he 
na pre ecifie cla sir I ‘ foreigi rograms starting with 
( Li] i 2 i { I i ) 1c Coope tie \ of 1948 

Re executiv bra pp f tt I is f | would seem to be 

f the fact at t Proposed Wor! Draft of Mutual Security 
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where this Government act p sa 4 a re bursable basis, for the 
Pore 4 

t see clear that aid w} is 1’? at a giveaway price should stand on the 
i i iS Give wa ua 

OFFSHORE PROCUREMENT 

A new application of the basie principles of our declared national shipping 
po contained in the bill in that the cargo preference is equally applicable 
whether the cargoes are procured ‘within or without the United States.’”’ In 


he early days of the mutual defense assistance program, practically all of the 

ilitary-aid cargoes were moving from the United States across the oceans to 
the recipient nations Since 1950, however the mutual defense support programs 
under which the United States Government has purchased equipment, materials, 


or commodities from one foreign country for transfer to a second foreign country, 


have substantially increased. The proposals now pending call for slightly more 
than $223 million for this purpose 

There have been other i: stances where, for examp ertilizer and other 
economic-aid commodities are purchased from a European country for delivery 
to the Far East on a “laid-down cost basis’? under which American-flag ships 
have been effectively “frozen out’’ because of the lower rates quoted by low-cost 
foreign competitors 


It is the declared national policy of the United States for privately owned ships 


filving the American flag to carry at least 50 percent of the aid cargoes which 


move from the United States It, therefore, seems to us both inconsistent and 
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indefensible that American-flag ships which may be available at reasonable rates 
and in position should be denied any participation in foreign-aid cargoes which 
happen to move from one foreign country to a second foreign country 


GOVERNMENT SALES FOR FOREIGN CURRENCIES 


Che fourth area covered by the bill is also part—and a rapidly growing part— 
of our overall foreign-aid program The bill provides that whenever our Govern- 
ment shall ‘“‘guarantee the convertibility of foreign currencies in connection with 


| 
A 
the furnishing of such equipment, materials, or commodities * * * to or for 
the account of any foreign nation, the 50-50 provision shall be applicable 
nder ECA, the individual foreign recipient did not receive aid directly from 
ECA but, instead, was generally required to purchase the commodity or service 
from his own Government and had to pay the equivalent value in his local cur- 


rency into the counterpart fund maintained by the recipient country. Under 
the act these counterpart funds, the total amount of which is of the order of 
$12 billions, were to be used for developmental, noninflationary projects To 


the individual foreigner, ECA aid was not “‘for free.’’ He paid for it in full in the 
coin of his own realm. 

Since 1953, however, a new type of Government financing of foreign-aid cargoes 
has been introduced, namely, currency convertibility on sales abroad of United 
States surplus commodities. Section 550 of the Mutual Security Act authorizes 
the President to accept local foreign currencies in payment for the sale and 
export of surplus agricultural commodities 

Appropriations in the 1953 act for this type of aid were “‘not less than $100 
million and not more than $250 million’? out of MSA funds and appropriations 
in the current year, 1954, are $100 million Administration of the section 550 
program has been in accordance with the 50-50 provisions of the MSA Act and, 
so far as I am aware, has created no practical difficulties 

Another type of convertibility aid occurs where American commodities are 
transferred in exchange for local foreign currencies entirely outside the provisions 


of any foreign-aid legislation. The local currencies in turn are made available 
to departments of our Government which need them. The grain to Spain pro- 
gram is an example. According to my best information, the Commodity Credit 


Corporation has agreed to sell 10 million bushels of American wheat to Spain for 
pesetas. The pesetas in turn are transferred to the Department of Defense in 
exchange for an equivalent amount of dollars out of the Department of Defense 
appropriations. Again we come back to appropriated dollars, which are the 
foundation of all of these local currency variations of our foreign-aid activities, 
Yet, to the best of our knowledge, not one bushel of this grain for Spain has sailed 
in American ships, notwithstanding that we have today about 170 privately 
owned American ships laid up for lack of cargoes, half of them freighters. 

We submit that application of the recognized 50-50 principle to these new 
variations of our foreign-aid programs is necessary to close a loophole, and does 
not establish any new principle. 


GOVERNMENT LOAN CARGOES 


Ever since 1934, Public resolution 17 (15 U. 8S. C. A. 616 (a)) has required that 
where loans are made by our Government to foster the export of agricultural or 
other products, provision shall be made that such products “shall be carried 
exclusively in vessels of the United States, unless, as to any or all of such products, 
the United States Maritime Commission, after investigation, shall certify * * * 
that vessels of the United States are not available in sufficient numbers, or in 
sufficient tonnage capacity, or on necessary sailing schedule, or at reasonable 
rates.”’ In the actual administration of this statute, I believe that it has been 
the general practice to waive the requirement down to 50 percent, except in the 
case of foreign countries which are engaged in activities discriminating against 
(merican-flag shipping. 

In recognition of this practice, S. 3233 provides that the 50-50 requirement shall 
apply ‘‘whenever the United States * * * shall advance funds or credits * * * 
in connection with the furnishing of such equipment, materials, or commodities, 
* * *” The pending bill thus falls well within the policy of Public Resolution 17. 

233 does, however, contain an express saving clause to the effect that it 
neither repeals nor otherwise modifies Public Resolution 17. This is because the 
exclusive-carriage provision of Public Resolution 17, during many years of ex- 
perience, has been found to be of substantial and practical assistance in the 
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elimination of practices engaged in from time to time by certain foreign govern- 
ments intended to discriminate against our American-flag shipping. 

In order to apply the 50-50 principle to Government loan cargoes in general 
but without losing the valuable practical aspects of Public Resolution 17 as it has 
been administered over the years, we feel that it should be retained by means of 
the savings clause now in the bill. 


PROVISIONS FOR FLEXIBILITY 


The bill contains three flexibility provisions to facilitate the application of its 
principles to the variety of ocean-transportation conditions and types of aid 
transactions which may be encountered. The first is the integral requirement that 
“such steps as may be necessary and practicable’ need be taken to assure 50 


percent private American-flag carriage in such manner ‘“‘as will insure a fair and 
reasonable participation of United States-flag commercial vessels in such cargoes 
by geographic areas.’’ If in any given instance application of the 50-50 principle 
is in fact impossible or impracticable, then, by the very terms of the bill, its re- 
quirements will not apply The second flexibility provision is likewise drawn from 
the earlier statutes, in that the 50-50 requirement is applicable only to the extent 
that private American-flag vessels are ‘‘available at fair and reasonable rates for 
United States-flag commercial vessels.’’ The third, and a new, flexibility provi- 
sion is the proviso clause under which the act may be waived whenever the 
Secretary of Defense, the Congress, or the President ‘‘declares that an emergency 
exists justi‘ying a temporary waiver’’ of its requirements and so notifies the appro- 





priate agency. This does not require declaration of a national emergency. Nor 
does it require hearings or administrative redtape or delay. The discretion to 
waive can be exercised immediately whenever the national interest so requires. 

All three of these seem to be self-explanatory. I should like to add inthis con- 
nect jon tha‘ P of course, we have no obj ‘tion to waiving 50 50 whenever a shipping 
emergency arises. The very reeson that we need 50-50 legisletion is in order 
that our merchant marine can continue to meet shipping emergencies when they 
do arise. Then is when the 50—50 provision proves its real value to the people 
and the allies of our Nation. In 1951-52 more than 600 ships were broken out of 


the national defense reserve and promptly put into general agency or charter 
operation to meet the needs of the Korean action and our foreign-aid programs. 
At the height of Maritime’s general agency operation of 528 ships superimposed 
on charter operation of 135 reserve-fleet ships, over 26,000 additional officers and 
men were mobilized for employment On our ships. Had it not been for the high 
level of the postwar operations of our merchant marine, it is at least doubtful 
and probably highly unlikely that any such immediate expansion of our merchant 


marine could have been achieved. A merchant marine does not consist of ships 
alone. It consists also of human beings of varied skills, competencies, training, 
and management know-how. You can stockpile ships. You can’t stockpile 


human skills and experience. These must be used if they are to be immediately 
available, as they were for the mobilization base upon which this emergency fleet 
of over 600 ships was so quickly brought into action. 


OPPOSITION TO 8. 3233 


The opposition to the bill in its present form seems to me to boil down to the 
following fundamentals: 

1. Admiral Denebrink opposes the bill because it would reduce the fleet of 
{7 Government-owned tankers which he is now operating in competition 
with private industry. 

2. Mr. Kalijarvi, of the State Department, for ified by the formal represen- 
tations in writing of nine foreign governments, fears that the bill would invite 
retaliation and that it might result in unspecified “international reper- 
Cussions. 

3. The Secretary of Commerce advises that the Depart ment has undertaken 
a study of the extent to which “‘direct means’’ can be utilized to maintain an 
adequate merchant marine; that this study will take ‘‘at least 6 months’; 
and that, pending its completion, the Department is not in a position to 
recommend any changes in existing law but does recommend continuance of 
present cargo-preference legislation. 

1. The Foreign Operations Administration objects to the bill in so far as it 
would apply to “‘cross trade’’ delivery of Government-aid cargoes, because it 
would be detrimental to the friendly maritime nations of the world and 
because it would allegedly create “disproportionate administrative problems.” 
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Finally, Foreign Operations Administration says that pending the completion 
of the Department of Commerce study, the bill would be premature. This is 
also the position of the State Department. 

I shall discuss these in order. 

At the present time, Military Sea Transport Service is moving, as it always has 
moved, far more than 50 percent of its dry cargoes in privately owned ships. 
Therefore, the bill would have no practical impact on dry cargoes since in any 
event it would require MSTS to do no more than that which it is now doing and 
always has done. The sole issue appears to be that of point-to-point carriage of 
petroleum, Admiral Denebrink urges that the bill by preventing the Depart ment 
of Defense from continuing to operate its present fleet of 47 Government-owned 
tankers, would relegate MSTS ‘‘to the position of augmenting the privately owned 
merchant fleet.’’ This is just exactly what we believe to be the proper function 
of the MSTS nucleus fleet, namely, to provide only that transportation service 
which the privately owned American merchant fleet is not able to render. 

At the present time there are 84 privately owned tankers laid up for lack of 
cargoes. These consist of 49 T-2’s and 35 Liberty tankers and other smaller 
types. This represents a private but idle investment of over $100 million. Con- 
tinuation in lay-up costs private owners a total of 2bout half a million dollars per 
month. For MSTS to maintain a fixed and rigid fleet of tankers in competitive 
operation when the world’s commercial tanker trade is seriously overtonnaged 
disregards the first principle of any business that it should adjust its operations 
to changing needs and requirements. This continued operation of 47 Government 
tankers seems particularly inappropriate in the light of the contributions which 
the American tanker industry made when it formed the voluntary defense tanker 
pool during the critical winter of 1950-51. The industry then undertook to supply 
all of the Defense Department requirements for petroleum transportation at such 
rate as the Maritime Administrator might fix. It did this at a time when market 
rates for tankers were at USMC rates plus 175 percent and going higher. The 
rate which the Maritime Administrator did establish was USMC plus 25 percent. 
This was no “arbitrarily fixed rate.’”’ Pather, it was the World Wer IT rate in- 
creased by ol ly 25 percent to ts ke cs.re of the approxims: tely 50 percent of inflation 
from 1942 to 1950. According to the testimony before Mr. Allen’s MSTS sub- 
committee, participation in the defense tanker pool has cost our American-flag- 
tanker industry in the neighborhood of $35 million, represented by excess charter 
hire paid out in order to get ships with which to fill commercial commitments 
and loss of charter hires otherwise obtainable at the then current market rates. 

This bill could not impair performance of military logistic functions. It was 
to guard against this that the bill contains the broad and flexible waiver provision 
that I have alre ady mentioned. 

The American maritime industry as of this date is thoroughly confused by 
the constant repetition by MSTS of its desire to maintain a strong, private 
American merchant marine and its repeated references to past records of con- 
sistent support for the American maritime industry. Yet, whenever a concrete 
issue arises of Government versus private operation of its existing fleet, MSTS 
strives tenaciously to hold the line against any substantial reduction in the scope 
of its own competitive operations. Thus, it now appears before this committee 
objecting to the movement of even 50 percent of its cargoes via privately owned 
ships. We think, as a private American industry, that we, and particularly 
this committee, are entitled to some explanation of this inconsistenc y. 

Insofar as the fears of foreign retaliation are concerned, the merchant marine 
neither shares those fears nor “would object to foreign governments giving their 
ships 50 percent of the cargoes purchased or given away by them. What is fair 
for the American merchant marine is equally fair for the merchant marines of 
other countries. In any event, such a “‘retaliation,’’ even if it could be so termed, 
falls far short of the existing practice in most maritime nations of carrying not 
50 percent. but 100 percent of their governmenttal cargoes in merchant ships 
flying their own respective national flags. 

The suggestion that if we channel half of our own governmental cargoes into 
privately owned American ships then foreign nations will seek to extend this 
principle to private, commercial cargoes, seems ill-founded. 8. 3233 has no 
reference whatever to private, commercial cargoes. Therefore, other friendly 
maritime nations would be given no basis in reason or logic by this bill for extend- 
ing cargo preferences to private commercial transactions. Any fear that American 
cargo-preference legislation limited to governmental cargoes may lead to foreign 
legislation governing commercial cargoes privately shipped seems to us to be an 
unwarranted reflection upon friendly foreign nations many of whose merchant 
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marines have been built on the foundation of American ships sold to them at 








35 percent of their cost, supplemented by other ships and shipyards built or rebuilt 

by the | s of dollars of Marshall plan aid 
The primary objection to the bill raised by the Foreign Operations Administra- 
ion seems to be its impact ipon the so-called ‘‘cross trade’”’ transportation of 
foreign-aid cargoes. olonel Syran suggests that the ‘‘cross trade’? movement is 
Ver ! rand anti ipates not more than 25 such cargoes for the coming year 
Or i, it is my understanding that the ‘‘cross trade’’ foreign-aid 
rg he past have been very substantial Moreover, as mutual defense 
support sorbs some of the vacuum left by reduction in straight economic aid, 
be that the volume of such cargoes will increase. Be that as it may, either 


the volume of cross-trade cargoes will be very small, in which event the admin- 

istrative difficulties of FOA will be commensurately minor, or the cargoes will be 

ibstantial, in which event the American merchant marine to the extent available 

needs the opportunity to participate in their carriage and should not be excluded 

simply because it may have been traditional for foreign-flag ships to handle all 
ross tra le”’ cargo 

The FOA witness neither describes the alleged administrative problems nor 
suggests their magnitude. So far as we can see, practical problems have arisen 
in the administration of the various 50-50 clauses only when they are treated as 
a ceilit ot a floor, and the agency involved has sought to give foreign-flag ships 
a full 50 percent participation or as close thereto as it could do without violating 
ngressional mandate. The bill contemplates American-flag participation in 
“cross trading’? only where American ships are in position and available to move 
the cargo at fair and reasonable rates. It thus seeks to prevent our ships in 
position being ‘‘frozen out’’ by the Government procurement practice otherwise 
applicable under which the low foreign-flag bidder always get the contract no 
matter what the impact upon other nationals policies and purposes. 

Finally, the FOA witness, as did the State Department, pleads that passage of 
this bill would be “premature’’ pending the completion of another study by the 
Department of Commerce of ‘direct means’’ by which the Government may assist 
in the maintenance of the American merchant marine. To this the industry has 
two answers: First, the most , and indeed the only truly, ‘‘direct’’means of support 
for America’s merchant marine is the opportunity for it to carry cargoes. The 
merchant marine, which is a highly integrated organization of men and materials 
and skills cannot long be maintained in idleness. Just as an Army division and 
its soldiers, just as a bomber squadron and its pilots, just as an aircraft carrier and 
its crew, must all operate in order to maintain any level of readiness, so must our 


merchant marine. The cargo preference is no dole. The Government as a shipper 
gets full value It is, rather, an inexpensive investment in a national asset for 
both commerce and defense. At the same time the Government and the taxpay- 


ers get ocean transportation at a cost which, under the bill, cannot exceed fair and 
reasonable rates. 

In the second place, the problems of the American merchant marine have been 
studied and studied and studied. The new administration properly undertook 
and, after almost a year, has just completed a thorough study of the problems and 
situation of the American merchant marine. The best brains in the Government 
in the ocean-transportation field were devoted to this study. As noted earlier, 
the Under Secretary of Commerce concluded that cargo-preference provisions 
should be a part of our national maritime policy. What can 6 more months of 
study add except to delay action to arrest the decline in our merchant marine? 
One hundred and seventy ships of all types are already tied up for lack of cargoes. 
What will be the box score by the time the next study is completed? The time 
has come for action. However, when the additional study may be completed, 
then, of course, we in the industry will be only too ready to take a fresh look at 
our problems in the light of its conclusions. We recognize that favorable action 
now on §. 3233 should not in any way prejudice such a fresh reexamination nor 
new or different action to meet the needs of our merchant marine, our Nation, or 
our allies. 

CONCLUSION 


The principles and provisions of this bill are not only consonant with our long- 
established national shipping policy but, we believe, are absolutely essential 
to the achievement of that policy in the face of the realities of todav’s United 
States international trade. It is vital to bear in mind that accroding to the 
latest official reporting of the United States Government in recent months, net 
grants and aids have been the equivalent of between a quarter and one-third of 
the total value of all United States exports If we were to add offshore procure- 


os 
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ment, military movements to United States forces overseas, and guaranties of 
convertibility, perhaps as much as 50 percent of our total exports are created 
directly through United States Government activity of one type or another. If 
Government aid continues and the American merchant marine is not given a fair 
share of these cargoes, it would be left with the very limited opportunity of com- 
peting for only that part of our total trade comprised of purely commercial exports 
Government-aid cargoes are not, in the final analysis, a windfall of trade to the 
producer and the ocean carrier. To a very large extent they have become an 
artificial substitute for cargoes which would otherwise move in commercial chan- 
nels, financed by private capital. 

The American merchant marine needs this bill and needs it now in order to 
obtain a reasonable and fair participation in the large volume of cargoes generated 


and controllable by our Government Latest information from the United States 
Bureau of the Census shows not only a continuing decline in the volume of United 
States foreign trade but a very serious growth of foreign-flag competition In 


1952 our foreign trade averaged about 15.6 million tons a month of which 34.2 
percent went in United States-flag ships. During 1953 the volume fell to a 
monthly average of 14.8 million tons while United States-flag participation de 


clined to only 29.1 percent. The latest figures which cover the month of January 
1954 are 12 percent below that of the same month last year, with United States- 
flag carrvings declining from 28.8 to 24.7 percent. The 24.7 percent portion of 


our total commerce carried in United States-flag vessels is the lowest in the entire 
postwar period and, in fact, is even lower than the percentage which prevailed 
in the 1930's 

Our American merchant marine exists only to carry cargoes in America’s 
trade in time of peace and to our troops in time of war. The only truly ‘direct’ 
support for America’s merchant marine is and always will be cargo. No dollars, 
no other form of Government aid, can possibly be a substitute for cargo. If the 
taxpavers’ dollars are provided but at the same time American cargoes are denied, 
ours could become the most highly subsidized and the most unemployed merchant 
fleet in the world 

Mr. Greene. In appearing here to urge the need of the American 
shipping industry for fair and reasonable cargo legislation in the 
formal Senate 3233, I speak not only for the American Merchant 
Marine Institute, but also for the Pacific American Steamship Asso- 
ciation and the Association of American Ship Owners, whose repre- 
sentatives Mr. Ralph B. Dewey, is at my side, and Mr. Hugh William- 
son, who will be here in a moment, participated in the presentation of 
my statement. 

Together we represent substantially the entire American-flag mer- 
chant marine. Many hours of searching discussion, not only between 
the organizations representing management, but also with those 
representing maritime labor, preceded the introduction, and have 
accompanied the legislative progress of this bill. We are all con- 
vinced—labor and management alike—that, in order to survive, 
America’s merchant marine must obtain a fair portion of the cargoes 
paid for by American taxpayers and controlled by our own Govern- 
ment. 

I should now, sir, with your permission, like to emphasize what S. 
3233 does not do before I try to show what it will do. First, it does 
not control the routing of commercial cargoes; second, it would not 
burden or impede the ocean transport of national-defense cargos; 
third, it would not affect in any way the convertibility of United 
States dollar investments abroad; and, last, it would not be a rigid 
or inflexible law, because flexible provisions are written into it which 
we think can take care of all practical problems in its administration 
which may arrive. 

Now, if I may turn to what the bill does do: It would cover with 
a 50-50 clause, first, Government procurement cargoes, which, as a 
practical matter, are not covered by any 50-50 law today, although 
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we believe from the act of the Congress of 1904, that Congress did 
intend Government-procurement cargoes to move in American-flag 
ships exclusively. Secondly, the bill covers foreign-aid cargoes which 
are today covered under temporary laws, the force and effect of which 
will expire when the programs to which those 50-50 clauses have beer 
attached are completed and no more shipments are being made under 
such programs. Thirdly, the bill would apply the 50-50 principle 
to our Government sales of commodities for foreign currencies. And, 
fourthly, the bill would apply the 50-50 principle to Government-loan 
cargoes; that is, cargoes, the sale and export of which is financed by 
Government loans; and that, I should add, is already covered by 
existing permanent statute; namely, Public Resolution 17; of, | 
believe, 1935 

Mr. Dies. And so the bill in effect is to make permanent what is 
already temporary law? 

Mr. Greene. No, sir 

Mr. Dies. Thet is partly what it is, as I see it here. And I say the 
only other exception is in the case of Government procurement cargocs 
which you say that Congress intended to be covered by the 50-50 
percent, but is not in practice. It is not being shipped as much as 
50 percent in our ships; is that right? 

Mr. GREENE. Sir. you are better than 50 percent correct in that 
summation of the situation. The bill is to make permanent certain laws 
that are t ‘mporary in character right now. secon lly, it is to maeke 
permanent a practicel and effective application of the national ship- 
ping policy of the United States, that 50 percent of our cargoes should 
move in American-flag ships. 

Mr. Dries. That is meaningless. You say ‘‘to make permanent.” 
That is covered by your previous statement. In other words, it 
makes permanent what is temporer 

Mr. GREENE. Yes. 

Mr. Dies. And now what else does it do? 

Mr. Greene. It applies it to Government procurement cargoes to 
which, as a practical matter, 1t does not apply now. 

Mr. Dries. On that point: Are they now shipping as much as 50 
percent on Government procurement cargoes? 

You say temporerily that is really a metter you are elreedy pro- 
tected on. Even though you are protected temporerily, you are 
prot ected? 

Mr. Greene. But not for the future, sir. 

Mr. Dies. Yes; but we live from hand to mouth here. We don’t 
know what the future is going to be. sut on the Government pro- 
curement cargo—that is what I am concerned about—what will be 
gained by this legislation on it? 

Mr. Greene. Because of the fact that the GSA stockpiling figures 
are not published, I don’t know the statistics of what percentage of 
stockpiling cargoes moving from abroad to the United States come on 
American-flag ships. We do know that a very substantial amount of 
it moves on foreign-flag ships. Secondly, procurement by the Depart- 
ment of Defense abroad, while again we cannot get figures on it 
because they are military figures, they don’t publish them, we do know 
about numerous instances, and we believe that a substantial amount 
of cargoes are moving from abroad to here on a cost insurance freight 
basis, under which title to that procurement does not vest in the 


es 
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United States until the foreign seller has delivered it here in the 
United States. 

Mr. Dies. You have no facts on that. You are just giving us your 
conclusions. We will get facts on it. We can get the facts on that. 

Mr. Greene. I am sure you can get the facts. 

Mr. Dries. You don’t know whether 50 percent is moving in Ameri- 
can ships or not? 

Mr. Greene. No, sir; 1 am not in a position to say what percentage. 

Mr. Dries. That is what I am trying to get—some concrete figures 
to show why this legislation is needed now. 

Mr. Auten. I suggest that Mr. Greene finish the statement and then 
we can ask him questions. 

Mr. Dries. Pardon my interruption. I thought we could get down 
to the meat in this thing if I asked you a few questions. 

Mr. Greene. If I may still deal with your question, sir, as to what 
this bill does that existing law does not already do, we have the problem 
of—and it is a very growing problem; as a matter of fact, it is at least 
a billion-dollar problem—the sale of American produce by our Gov- 
ernment in Government relations with another foreign government 
for the local currencies of that foreign government, and where Con- 
gress appropriates, and the taxpayers pay for, the dollars to re- 
imburse one or the other of our Government agencies for the com- 
modities that it delivers in return for local currencies—foreign cur- 
rencies—which we may or may not be able to use; as, for example, 
the so-called grain-for-Spain program which is cited in my statement. 

As 1 there stated: 

Another type of convertibility aid occurs where American commodities are 
transferred in exchange for local foreign currencies entirely outside the provisions 
of any foreign-aid legislation. The local currencies in turn are made available 
to departments of our Government which need them. The grain-to-Spain pro- 
gram is an example. Quoting to my best information, the Commodity Credit 
Corporation has agreed to sell 10 million bushels of American wheat to Spain for 
pesetas. Then the pesatas in turn are transferred to the Department of Defense 
in exchange for an equivalent amount of dollars out of the Department of Defense 
appropriations. Again, we come back to appropriated dollars, which are the 
foundation of all of these local currency variations of our foreign-aid activities. 
Yes; to the best of our knowledge, not one bushel of this grain for Spain has sailed 
in American ships, notwithstanding that we have today about 170 privately 
owned American ships laid up for lack of cargoes, half of them freighters. 

Now, that is a new field to which the bill seeks to extend the long 
established American policy enunciated by Congress that American- 
flag ships should carry a substantial portion of our commerce in 
order that American merchant marine can maintain itself as a living 
and working operation, not as a fleet of idle ships. 

A third, and a very important field of shipping—at least it has 
been so in the past—is a new extension by this bill of the 50-50 
principle to offshore procurement-aid commodities wherein we buy 
for dollars from country A and deliver it to country B or country C. 
Heretofore, the 50-50 clause has not been applied, even as a temporary 
clause, attached to off-shore procurement programs. It has been 
attached only to movements from the United States abroad; and 
yet almost half of our foreign aid in the past has taken the form 
of purchases in one foreign country for delivery to a second or third 
foreign country. As to those shipments the American-flag mer- 
chant marine, since the statute did not require it, has had to the best 
of my understanding but very, very small participation. We have 








100 WATERBORNE CARGOES IN UNITED STATES-FLAG VESSELS 


not got the precise figures on that. But we do know that it is a very 
small participation, 

This is the case, where, for example, a commodity is purchased in 
Holland or France, and then delivered to a second country. So there, 
sir, we have a new field to which this bill seeks to extend the long- 
established policy of the Congress—not a statute, but a policy- 
that a substantial portion, which has always been interpreted as 50 
percent, should move in privately owned American merchant marine. 

Now, if I might turn, with the permission of the committee, to the 
objections which have been made to the bill so far, I think we can come 
closer to grips with the heart of the problem. The opposition to the 
bill, in its present form, seems to me, as I analyze it, to boil down to 
the following fundamentals 

Admiral Denebrink opposes the bill because it would reduce the 
fleet of 47 Government-owned tankers which he is now operating in 
competition with private industry. 

Second, Mr. Harvey Klemmer, testifying in place of Mr. Kali- 
jarvi of the State Department, fortified by the formal representations 
in writing of nine foreign governments, fears that the bill would invite 
retaliation, and that it might result in unspecified international 
repercussions. 

Third, the Secretary of Commerce takes no clear-cut position, but 
advises the Department that he has undertaken a study of the extent 
to which—and I quote, “direct means’ can be utilized to maintain 
an adequate merchant marine; and that this study will take 6 months. 

Fourth, the Foreign Operations Administration objects to the bill 
from a practical point of view, only insofar as it would apply to cross- 
trade delivery of offshore procurement commodities to which I have 
just adverted. And they also object because they say it would be 
detrimental to the friendly maritime countries of the world, and 
because it would allegedly create disproportionate administrative 
problems 

Finally, the Foreign Operations Administration says, in words 
almost exactly the same as those used in the State Department’s 
statement, that pending the completion of the Department of Com- 
merce bill it would be premature—‘“premature”’ is the word they 
used. This is the position of both the FOA and the State Depart- 
ment 

With your permission, sir, I’d like to discuss these in somewhat more 
detail 

At the present time MSTS is moving, as it always has moved, far 
more than 50 percent of its dry cargoes in privately owned ships. 
Therefore, the bill would have no practical impact on dry cargoes 
since in any event it would require MSTS to do no more than that 
which it is now doing and always has done. The sole issue appears 
to be that of point-to-point carriage of petroleum. Admiral Dene- 
brink urges that the bill by preventing the Department of Defense 
from continuing to operate its present fleet of 47 Government-owned 
merchant fleet, would relegate MSTS to the role of augmenting the 
private American merchant marine. This is just exactly what we 
believe to be the proper function of the MSTS nucleum fleet, namely, 
to provide only that transportation serviee which the privately owned 
American merchant fleet is not able to render. 
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At the present time there are 84 privately owned tankers laid up 
for lack of cargoes. These consist of 49 T—2’s and 35 Liberty tankers 
and other smaller types. This represents a private but idle invest- 
ment of over $100 million. Continuation in layup costs private 
owners a total of about half a million dollars per month. For MSTS 
to maintain a fixed and rigid fleet of tankers in competitive operation 
when the world’s commercial tanker trade is seriously overtonnaged 
disregards the first principle of any business that it should adjust its 
operations to changing needs and requirements. 

I might mention in that connection that Admiral Denebrink fre- 
quently refers to the business operation that he is carrying on and 
states that he is trying to carry it out on sound business principles. 
I suggest to this committee that the first principle of business is that 
the volume of a business should be flexible and adjusted to the de- 
mands and requirements for the product or the service of that business. 

This continued operation of 47 Government tankers seems par- 
ticularly inappropriate in the light of the contributions which the 
American tanker industry made when it formed the voluntary defense 
tanker pool during the critical winter of 1950-51. The industry then 
undertook to supply all of the Defense Department requirements for 
petroleum transportation at such rate as the Maritime Administrator 
might fix. It did this at a time when market rates for tankers were 
at USMC rates plus 175 percent and going higher. The rate which 
the Maritime Administrator did establish was USMC plus 25 percent. 
This was no “arbitrarily fixed rate.”” Rather, it was the World War II 
rate increased by only 25 percent to take care of the approximately 
50 percent of the inflation from 1942 to 1950. According to the 
testimony before Mr. Allen’s MSTS Subcommittee, participation in 
the defense tanker pool has cost our American-flag tanker industry 
in the neighborhood of $35 million, represented by excess charter 
hire paid out in order to get ships with which to fill commercial com- 
mitments and loss of charter hires otherwise obtainable at the then 
current market rates. 

This bill, as we see it, could not impair the performance of military 
logistic functions. Indeed, it was to guard against any impairment 
that the bill now contains the broad and flexible waiver provision which 
is already mentioned in the affirmative part of my statement, and 
under which the operation of the bill can be waived not only by 
Congress and by the President, but by the Secretary of Defense when- 
ever he declares that an emergency exists—not a national emergency, 
just any emergency exists—justifying a temporary waiver of the 
provisions of this act. That, we submit, gives a very great degree 
of administrative discretion and flexibility in administering the bill, 
where any situation arises which in his judgment creates an emergency, 
by reason of which the bill should be set aside temporarily. 

The American maritime industry as of this date is thoroughly con- 
fused by the constant repetition by MSTS of its desire to maintain 
a strong, private American merchant marine and its repeated references 
to past records of consistent support for the American maritime 
industry. Yet, whenever a concrete issue arises of Government 
versus private oper ation of its existing fleet, MSTS strives tenaciously 
to hold the line against any substantial reduction in the scope of its 
own competitive operations. Thus, it now appears before this com- 
mittee objecting to the movement of even 50 percent of its cargoes 
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via privately owned ships. We think as a private American industry 
that we, and particularly this committee, are entitled to some explana- 
tion of this inconsistency. 

Now, sir, if I may turn briefly to the fears of the State Department. 
Insofar as the fears of foreign retaliation expressed by Mr. Klemmer, 
yesterday, are concerned, the merchant marine neither shares those 
fears nor would object to foreign governments giving their ships 50 
percent of the cargoes purchased or given away by them. What is 
fair for the American merchant marine is equally fair for the mer- 
chant marines of other countries. In any event 

Mr. Dries. I hate to interrupt—but do you know of any country 
in the world which is engaged in this giving away business? Do you 
have any record of any other country? 

Mr. Greene. Sir, I believe that the United States in the billions 
and billions of dollars of which it has given away since World War II 
stands unique among the nations of the world throughout history. 
| know of no other nation, sir. 

In any event, such a “‘retaliation,’’ even if it could be so termed, 
falls far short of the existing practice in most maritime nations of 

carrying not 50 percent but 100 percent of their governmental cargoes 
in merchant ships flying their own respective ni ational flags. 

The suggestion that if we channel half of our own governmental 
cargoes into privately owned American ships then foreign nations 
will seek to extend this principle to private, commercial cargoes, seems 
ill founded. 5S. 3233 has no reference whatever to private, com- 
mercial cargoes. Therefore, other friendly maritime nations would 
be given no basis in reason or logic by this bill for extending cargo 
preferences to private commercial transactions. Any fear that 
American cargo-preference legislation limited to governmental cargoes 
may lead to foreign legislation governing commercial cargoes pri- 
vately shipped seems to us to be an unwarranted reflection upon 
friendly foreign nations, many of whose merchant marines have been 
built on the foundation of American ships sold to them at 35 percent 
of their cost, supplemented by other ships and shipyards built or 
rebuilt by the billions of dollars of Marshall plan aid. 

One specific case of foreign commercial restrictions was mentioned 
vesterday by Mr. Klemmer, with the implication that it resulted 
from our 50-50 clause, namely, the deal, the full scope of which I 
don’t know, which has been arranged as between Socrates Onassis 
and Ibn Saud, the King of Saudi Arabia, under which, as I have seen 
it reported in the press, Mr. Onassis’ companies will get a monopoly 
on the hauling of oil out of Saudi Arabia. If that deal goes through, 
that is strictly a commercial transaction insofar as the Onassis deal is 
concerned. It relates to commercial cargoes, not governmental 
cargoes, and it seems to me very farfetched that our 50-50 clause 
had anything to do with the commercial considerations that moti- 
vated those two people in getting together on a deal in which presum- 
ably not just Onassis but the King of Arabia will also profit. 

The 50-50 clause has been in effect on Government-aid cargoes 
ever since — and Arabia didn’t rack up such a deal as this until 
presumably it was brought to it by a very astute ship operator, who 
must have he in a position to do something for the other side in 
return for what Arabia is presumably going to give him, if the press 
reports can be accepted at face value. Sufficient that if other nations 
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were to follow the 50-50 principle rather than the 100 percent on 
governmental cargoes, we in the merchant marine would be too glad 
to see such a state of affairs. 

Now, the primary objection raised to the bill by the Foreign Opera- 
tions Administration seems to be its impact on the so-called cross-trade 
transportation of foreign-aid cargoes which we procure offshore 
and in foreign countries. Colonel Syran suggests that the cross trade 
is very minor and anticipates that no more than 25 such cargoes will 
move during the coming year. On the other hand, it is my under- 
standing that the cross-trade cargoes in the past have been very sub- 
stantial. They have been in total in the neighborhood of 71.9 billion 
from the spring of 1948 up until 1952. 

se that as it may, either the volume of cross-trade cargoes will be 
very small, in which event the administrative difficulties of FOA will 
be commensurately minor, or the cargoes will be substantial, in which 
event the American merchant marine, to the extent available, néeds 
the opportunity to participate in their carriage and should not be 
excluded simply because it may have been traditional for foreign flag 
ships to handle all cross-trade cargo. 

The FOA witness neither describes the alleged administrative 
problems nor suggests their magnitude. So far as we can see, practical 
problems have arisen in the administration of the various 50-50 
clauses only when they are treated as a ceiling, not a floor, and the 
agency involved has sought to give foreign-flag ships a full 50 percent 
participation or as close thereto as it could do without violating the 
congressional mandate. The bill contemplates American-flag par- 
ticipation in “cross trading’’ only where American ships are in posi- 
tion and available to move the cargo at fair and reasonable rates. It 
thus seeks to prevent our ships in position from being ‘‘frozen out”’ by 
the Government procurement practice otherwise applicable under 
which the low foreign-flag bidder always gets the contract no matter 
what the impact upon other national policies and purposes. 

And, according to the press reports in my hand of Colonel Syran’s 
testimony day before yesterday, he said, in effect, that the American 
tramp ship should, of course, be favored on this cross-trade cargo 
when its rate was not too much out of line. Now, it is not our thought 
to require any such economic practice as an American ship sailing 
empty from here to Holland in order to pick up a foreign-aid cargo at 
at rates that would have to be commensurate with that ballast voyage 
out. 

But cases have arisen where there was an American ship available 
and in position that did bid on the cargo, but which was, of course, 
underbid by foreign-flag competition, and where, necessarily, under the 
existing rule of always offering it to the lowest bidder, the Government 
had no other alternative but to give the cargo to the foreign-flag 
operator, so the American ship came back to our shores in ballast and 
empty. It is to relieve that situation that the bill is specifically 
designed to reach offshore procurement of foreign-aid cargoes. 

Finally, the FOA witness, as did the State Department, pleads that 
passaze of this bill would be ‘‘premature’’ pending the completion of 
another study by the Department of Commerce of ‘‘direct means’’ by 
which the Government may assist in the maintenance of the American 
merchant marine. To this the industry has two answers. First, the 
most, and indeed the only truly, ‘direct’? means of support for Amer- 
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ica’s merchant marine is the opportunity for it to carry the cargoes. 
The merchant marine, which is a highly integrated organization of 
men and materials and skills, cannot long be maintained in idleness. 
Just as an Army division and its soldiers, just as a bomber squadron 


and its pilots, just as an aircraft carrier and its crew, must all operate 
in order to maintain any level of readiness, so must our merchant 
marin The eargo preference is ho dole The Government as a 
shipper gets full value. It is, rather, an inexpensive investment 1n a 


national asset for both commerce and defense. At the same time the 
Government and the taxpayers get ocean transportation at a cost 
which, under the bill, cannot exceed fair and reasonable rates. 

In the second place, the problems of the American merchant 
marine have been studied and studied and studied. The new admin- 
istration properly undertook and, after almost a year, has just com- 
pleted a thorough study of the problems and situation of the American 
merchant marine. The best brains in the Government in the ocean- 
transportation field were devoted to this study. As noted earlier, 
the Under Secretary of Commerce concluded that cargo-preference 
provisions should be a part of our national maritime policy. What 
can 6 more months of study add except to delay action to arrest 
the decline in our merchant marine? One hundred and seventy 
ships of all types are already tied up for lack of cargoes. What will 
be the boxscore by the time the next study is completed? The time 
has come for action. However, when the additional study may be 
completed, then, of course, we in the industry will be only too ready 
to take a fresh look at our problems in the light of its conclusions. 
We recognize that favorable action now on S. 3233 should not in 
any way prejudice such a fresh reexamination nor new or different 
action to meet the needs of our merchant marine, or our allies. 

[ will skip most of the conclusions, sir, but would like to emphasize 
certain statistical figures which I think have a relevancy to the need 
of the American merchant marine industry for this bill at this time. 
According to the latest information from the United States Bureau of 
the Census, there has not only been a continual decline in the United 
States foreign trade, but there is a very serious growth of flag-shipping 
competition. That, of course, is the inevitable byproduct of the 
progress made under ECA and under our Merchant Ship Sales Act 
of 1946 of helping our allies of World War II build up a merchant 
marine. Necessarily, the competition from foreign-flag ships, largely 
due to our help, is becoming more severe 

In 1952, our foreign trade averaged about 15.6 million tons a month, 
of which 34.2 percent went in United States-flag ships. During 1953 
the volume fell to a monthly average of 14.8 million tons, while 
United States-flag participation declined to only 29.1 percent. That 
is far below the 50 percent objective of the Congress. 

The latest figures which cover the month of January 1954, are 12 
percent below that of the same month last year, with United States- 
flag carryings declining from 25.8 to 24.7 percent. The 24.7-percent 
portion of our total commerce carried in United States-flag vessels is 
the lowest in the entire postwar period and, in fact, is even lower than 
the percentage which prevailed in the 1930's, although the tonnage 
volume of cargo is much higher 

Qur American merchant marine exists only to carry cargoes in 
America’s trade in time of peace and to our troops in time of war. 
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The only truly “direct”? support for America’s merchant marine is 
and always will be cargo. No dollars, no other form of Government 
aid, can possibly be a substitute for cargo. If the taxpayers’ dollars 
are provided but at the same time American cargoes are denied, ours 
could become the most highly subsidized and the most unemployed 
merchant fleet in the world. ; 

May I ask if my colleague, Mr. Dewey, has anything further he 
would like to add in an affirmative way to supplement the statement 
I have just made? 

Mr. AtteN. You may. 

Mr. Dewey. Mr. Chairman, I have two comments to make to add 
to Mr. Greene’s testimony, if I might, and first is that the American- 
ship operator, by Government order, is forbidden from trading with 
the Iron Curtain countries. 

Mr. Boyxkrn. Forbidden from what? 

Mr. Dewey. Forbidden to trade with Iron Curtain countries. This 
seems to be significant in this discussion because there are no such 
restrictions against most—not all, but most—foreign-flag-ship oper- 
ators who do participate in our ECA and MSA and FOA programs. 
[t seems somewhat important that this factor might be considered in 
programing what the future of the American-flag-ship operators under 

this restriction, which reflects the sympathies at the moment that the 
American people might have. The other point I make is a point of 
which is implied, although not expressed in the State Department 
testimony of yesterday. ‘The State Department defended its opposition 
in 1948 to the 50-50 clause which was introduced in the Congress on 
the grounds that the balance of payments made the position of the 
friendly foreign maritime nations of such a nature that all possible 
means should be exploited to place into their hands dollar currencies 
so that they might bolster their economies. 

That was a position which they very wisely and thoughtfully took. 
I might point out, however, that the balance of the payments as far 
as shipping is concerned has undergone a major change since 1948. 
In 1948, Mr. Chairman, the receipts into the American economy from 
ocean shipping totaled $1,181 million. At the same time, the United 
States paid out in ocean transportation of its various categories only 
$501 million. The balance on the shipping account was $680 million. 

It was that figure of positive imbalance that the State Department 
in their arguments at that time pointed to in saying, “look here, we 
must use every available means to give aid and abetment to the 
industries of our friendly foreign maritime nations; and here is a 
glaring imbalance in the international balance of payments in the 
dollar balance.”’ 

In 1953, however, the ocean-shipping receipts, on the part of the 
American economy, was only $1,036,000,000. T ee ocean-shipping pay- 
ments were $904 million. They were roughly in balance. You have 
an arrival in a period of 6 years going from a 5 to 1 imbalance to an 
equality of balance on the shipping account in the international 
balance of payments. 

I introduce that point here, Mr. Chairman, because there was 
such a strong presentation made in the early days of the 1950 dis- 
cussions; and I do feel that the State Department might reassess its 
position in the light of these figures available to them and they can use 
them to point out to the maritime nations the imbalance of trade 
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which was the Genesis of their original position has undergone a 
major change 

Mr. AtLen. Will you identify yourself for the record? 

Mr. Dewey. Ralph B. Dewey, Pacific American Steamship Asso- 
ciation 

Mr. Auten. Mr. Bonner, do you have a question? 

Mr. Bonner. It was very interesting to learn that our State Depart- 
ment is participating in the transaction which is very much the same 
type of transaction that the gentleman from Texas pointed out on the 
floor of the House the other day, that we are giving our substance in 
dollars to countries who in turn are trading with the Iron Curtain 
countries; and it makes possible for those countries to trade with them 
as Mr. Dies pointed out, due to the fact that in our generosity we are 
supplying a minus that would be in their country economically but 
for the aid we are giving them. 

Now, here is our State Department practicing the same business, 
Mr. Dies. We are condoning in this transaction the merchant- marine 
trade of certain countries with Russia and its sattelites and we are 
questioning here in this committee, and I have listened to protests 
that we only be allowed 50 ee carrying with our own industry. 
So the consistency with respect to the State Department is more or 
less laughable. And it is a very sad state of affairs. That is the only 
observation I have to make on the testimony. 

I do question, like Mr. Dies has questioned, where a business trans- 
action takes place, I am wondering whether it is fair in a business 
transaction to say to the purchaser who comes in and purchases in 
this country, whether it is from private industry or a surplus covered 
by the Government which we are most anxious to get rid of—whether 
we do have a right to say, ‘‘Now, you have got to transport 
from this country to your country 50 percent of that cargo.” That 
phase of it is a question in my mind which Mr. Dies has forcibly 
brought to the attention of this committee. That is the only part of 
this bill that I question. That is when we sell surplus. 

Now, the other phases of the bill I do think are fair. But that one 
phase of the bill I want to hear a little more argument on why it 
should be, should remain. 

Mr. Dies. And, Mr. Bonner, if it is true what the State Department 
contends that they are already getting more than 50 percent of this 
export—if that be true then I question whether it is necessary to pass 
legislation at this time. 

Mr. Bonner. I am not going to question the integrity of the State 
Department testimony they made here yesterday. But I have certain 
reservations due to certain observations that 1 have seen myself, to 
question the statement. 

Mr. Auten. I suggest that we go ahead with the witness. 

Mr. Dies. The chairman is right. 

Mr. Bonner. The only reason that I brought this out, Mr. Chair- 
man, is that that is the only part of the bill that is worrying me. 
Where a country comes in and purchases, and where we are transacting 
our own business and shipping our own goods—I have no question 
about that myself. Now, if you people will discuss that a little I’d 
appreciate it. 

Mr. Greene. Yes, sir, Mr. Bonner. Where a foreign purchaser 
comes in on a perfectly private transaction with an American seller 
or exporter, this bill has nothing to do with it. 
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Now, where the United States Government is a seller and a foreign 
government or its nominee is the buyer that, while it has certain 
aspects of it that makes it look like a commercial transaction paid for 
by franks or lira or pesetas or what have you, it looks like an aid 
transaction, too, because here we are piling up our Treasury with local 
currencies which in many cases may be nothing but paper—there is 
still a lot of Confederate money around. 

Mr. Bonner. Well it is in great demand down in my country 
still. [Laughter.] 

Mr. Greene. Well, I don’t think the French 

Mr. Bonner. Very affectionately looked upon, because we have 
about come to the conclusion that its printing was proper. 

Mr. Greene. That has been my conclusion ever since I was old 
enough to hear my father talk. But the point I’m trying to make is 
that the Treasury could be accumulating a great deal of what from 
our point of view is paper because we can’t use it as money. On the 
other hand, such as grain for Spain, is getting Spanish pesetas that 
we can use. 

| see your problem as to how far, in the national interest, we should 
take the 50-50 principle, where a transaction is partly or mostly a 
foreign-aid transaction. It is in a somewhat gray zone. We thought 
that where our Government with any other government arranges 
transactions in a government-to-government arrangement; and we 
sell a billion dollars’ worth of commodities, and the taxpayers appro- 
priate a billion dollars, that is enough of a foreign-aid transaction 
that the shipping policy of the United States should be applicable to it. 

Now, I don’t know that I have answered all of your questions 
because frankly, it is a question that can have two sides. I tried 
to face it fairly and frankly. I think that on many of these sales for 
foreign currency transactions they are more foreign-aid than they 
are for the trade benefit of the United States; and certainly they are 
not purely commercial transactions as between a private exporter 
and a private importer. 

Mr. Bonner. Well, I make a distinction, sir, where we through the 
operation of the Department of Agriculture endeavor to move from 
this country huge surpluses of agricultural products to wherever the 
market is—and that overhanging sword—and Mr. Dies’ discussion 
has caused me to think that that is a business transaction, and both 
parties in the transaction have their own ground to stand on as to 
transportation. 

But when we are moving our own cargo—Government cargo and 
giveaway cargo—I don’t need any further light on that. But I 
would like to hear this discussed a little more with respect to the 
cargo where we are out on the world market selling. Whatever we 
talk of it, that is a business transaction. Whether I approve of the 
money we take for it is another matter. That is not my responsi- 
bility. But I consider it a business transaction. 

Mr. Greene. Of course, I must agree with you, sir. 

Mr. Bonner. Do I make myself clear? 

Mr. Greene. Yes, sir; I see your problem. 

Mr. Bonner. Just that one phase 

Mr. Greene. That one clause 

Mr. Bonner. Of this bill. 
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Mr. GREENE. | see your problem very clearly. It is a situation 
where we are accepting in return a currency of a particular country 
of which we may have a great need ourselves. I must recognize that 
it looks perhaps more like a commercial transaction than a foreign-aid 
transaction. I think all we can do is to submit that problem to the 
Congress 

Mr. Dies. Well, I agree with you, whether or not Congress has 
passed a law under which we are trying to remove huge surpluses. 
Now, what we are going to accept in exchange for that surplus is 
foreign currency. ‘The purpose of this is to aid American agriculture. 
It is something for our advantage. That is the theory of it. Whether 
right or wrong, | am not here discussing it, but that is certainly the 
theory on which the Congress passed the act. 

Now, if that be true, why should you hamstring that program by 
requiring the people who deal with this act and who purchase from us 
to ship in American vessels? 

That would be like if I had something to sell in my neighborhood 
and I had some cattle to sell; and a man came along, and I called him 
and I wanted to get rid of the cattle and they are just sitting around 
and eating me out of my home, and I want to get rid of them; and the 
fellow says, ‘‘I will buy your cattle; I will give you maybe not money, 
but I have got some potatoes and something else.”’ 

And I will say, ‘‘Now, there is just one condition in this deal. I 
have got a friend over here with a trucking line and you have to move 
those cattle by his trucks in order to get them.” He would very 
properly say to me, ‘Now, listen, you’re the one who has the cattle 
on your hands and want to get rid of them. What right have you to 
impose a condition of me?”’ 

lt would seem to me, therefore, that it is very unwise ii we are 
trying to really get rid of surpluses, that might interfere with this 
program 

Mr. Greene. Well, sir, if there were strings which would hamstring 
the program, then, of course, I would agree with you completely. 
However, the bill does call for 50-50 with a great deal of flexibility. 
It savs such steps will be taken as may be practical to assure 50 percent 
to the extent our ships are available at reasonable rates—in the United 
States-flag vessels. 

Mr. Dies. But we have doubt as to how much we are going to move 
anyway, whether we can make this program work. Suppose there is 
a foreign country with a huge surplus of automobiles; and they want 
to sell those surplus automobiles, to get rid of them, and they say, 

“We will sell them in the United States in exchange of American 
currency.’ And suppose at the same time they attached a provision 
to it that 50 percent of it has got to be shipped in their vessels. Is the 
seller in a position to attach conditions of transportation, assuming 
that he gets his price for it? Would it be for them to say how they 
want it shipped? 

Mr. GREENE. | am glad you put that hypothetical question, because 
if a foreign nation had a surplus of automobiles to unload, and we 
were a buyer for automobiles, and if it was a maritime foreign nation, 
I believe that far more than 50 percent would move in its flag ships. 

Mr. Dies. As a matter of fact, the testimony of the State Depart- 
ment representative—now, | am just taking his testimony—that he 
says substantially more than 50 percent is already being moved. 
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Mr. Greene. That is only those programs where there is a statu- 
tory requirement for 50 percent, or which are part of an administra- 
tion or operation that comes at least within the edge of the umbrella 
of the 50 percent. He is talking about programs already under the 
50-50 clause. 

Mr. Dies. That comprises most of the things you are trying to 
reach by this legislation; that is the bulk of it; isn’t it? 

Mr. Greene. It is probably a little bit more than half. 

Mr. Dies. You take these matters that are already covered by 
temporary legislation or by administrative policy. You have left this 
offshore proposition which is half the speculative; isn’t it? 

Mr. Greene. I don’t know how speculative it is. Our members 
think it is important, and certainly if it has been in the 

Mr. Dies. You said you wouldn’t want to send a ship all the way 
to Denmark in order to carry a cargo somewhere. It is just in the 
cases where you happen to have a ship at that particular port’ 

Mr. GREENE. Yes, sir. 

Mr. Dies. And you have no estimate as to how much of that you 
will get under the bill? 

Mr. Greene. No. 

Mr. Dies. It was just a question of whether or not a certain line 
happened to have a certain ship in a certain port in a certain time 
where they were going to give them a cargo. That is the only time it 
would be plausible. It seems to me that outside of that you ar 
pretty well covered by temporary legislation. 

Now, I can see your fear that this temporary legislation will expire 
and Congress would be unwilling to continue it or something of that 
sort. But now assuming the Secretary of State to be telling the truth 
about this, substantially more than 50 percent is already moving in 
American vessels, and assuming that they have advised the committee 
that their intention to continue that as administrative policy wherever 
they have an opportunity, would you advise us to pass this legislation 
at this time—assuming these facts to be true, that you are already 
getting more than 50 percent and that vou are in no immediate danger 
of that situation being terminated, would you want us to pass this 
legislation when the State Department says if vou don’t pass it, it is 
going to complicate our international relations? 

Mr. Greene. Yes, sir. I would ask for that for these reasons: 
First, offshore procurement, as a practical matter, purchased by our 
Government for its own use, as distinct from aid transactions, is to a 
very large extent not moving American-flag ships now; and the 
policy of section 101 of the Merchant Marine Act of 1946 should 
be given force and effect and vitality and be made applicable where 
departments purchase abroad. 

Mr. Bonner. I am thoroughly convinced that the various existing 
laws requiring 50 percent of cargo has brought about the 50 percent 
allocation and above 50 percent. Without it, I don’t think we’d 
have it. This sales angle in the bill the other day was the reason we 
lost the 50 percent amendment of the chairman of this committee. 
If it had been a straight aid and giveaway, I think we would have 
won the chairman’s amendment. I have no fear of the aid bill that 
is coming out now. The Administration recommended when it set 
down the bill an inclusion of a 50 percent? 

Mr. Greene. That is correct. 


48863—54 S 
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Mr. Bonner. The Foreign Affairs Committee has struck that out. 
Of course, everybody in the House knows that the Foreign Affairs 
Committee will give away anything in this country to anybody, if 
they had the chance, Doctor Judd to lead the procession, so I have got 
no qualms about the reason we are getting no 50 percent, but I do 
in the interest of this bill, question whether or not it might not be 
advisable—and I ask you now—to write in a little amendment: 
“with the exception of Government merchandise which is sold.” 

Mr. Greene. We will certainly take your suggestion under careful 
consideration 

Mr. Bonner. I want to meet Mr. Dies’ questions and objections 
of this; 1 think it would meet mine and I think it would be a fair and 
better proposition to give the House. 

Mr. Dies. We wanted to have a chance of passing; we don’t want 
to do anything that the House has already rejected by a substantial 
vote 

Mr. Bonner. We come back to the same thing. 1 think this would 
meet your reservations and objections; and I believe the majority of 
the House; and I think we would have success with the bill, if some 
little amendment were put in exempting the commodities that this 
Government is selling abroad. 

Mr. Auten. Mr. Greene, on lines 9 and 10 of the bill, on page 1, 
there is a seemingly exception of those contracts and arrangements 
where provision is made for reimbursement. Would this bill apply to 
commodities shipped which foreign governments were making reim- 
bursements? 

Mr. GREENE. Sir, that would certainly apply where foreign govern- 
ments are making full reimbursement in dollars, because of that addi- 
tional phrase: ‘Without provision for reimbursement.” I think it 
must necessarily be read and construed in the light of the express 
requirement which is now on page 2, on line 2 of the bill, which makes 
50-50 applicable wherever the United States grants the convertibility 
of foreign currencies in connection with the furnishing of such 
equipment. 

Mr. ALLEN. However, if the United States would arrange to sell so 
much grain for so many francs, isn’t that full reimbursement and in 
the exception? 

Mr. Greene. It was not intended to be, sir. I believe that the 
phrase ‘“‘without provision for reimbursement” was added to the bill 
as originally drafted so as to take care of the situation particularly 
under the Mutual Defense Assistance Act where military equipment 
is sold under the so-called cash-on-the-barrelhead provision for 
dollars, and foreign government pay the full cost of it in dollars to the 
United States. 

Thus, the Senate report says in that connection: 

The bill as amended adds the words “‘without provision for reimbursement”’ after 
the words ‘foreign nation,’’ to exclude from the coverage of the bill instances 
where this Government acts simply as agent on a reimbursable basis for the 
foreign nation. 

That language, it seems to me, is not apt or appropriate where our 
Government sells, as a principal, for X million French frances or Italian 
lira or whatever. 

Mr. Bonner. You mean the seller accepts the francs or whatever? 
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Mr. GREENE. Yes, sir. 

Mr. Bonner. And the Government is just the agent of both 
parties? 

Mr. Greene. And the Government guarantees convertibility or 
converts those francs into dollars, because as soon as you get con- 
version into dollars, then you have the taxpayers paving taxes. 

Mr. Bonner. “It will also make less rigid the 50 percent clause” — 
what does that mean? 

Mr. Greene. I believe S. 3233 as introduced said that: 

Whenever the United States shall procure, contract for, or otherwise obtain 
for its own account, or shall furnish to or for the account of any foreign nation 
* * * at least 50 per centum of the gross tonnage which may be transported on 
ocean vessels shall be transported on privately owned United States-flag vesse.s. 

That was mandatory that 50 percent had to be transported. The 
Senate amended that to say: 

The appropriate agency or agencies shall take such steps as may be necessary 
and practicable to assure that at least 50 per centum 
There may be situations where it is just not practicable, where it 
does not make sense under the circumstances to apply the 50 percent 
provision so that the Senate did increase the flexibility by that 
language. 

Mr. AuueN. Are there further questions? 

Mr. Greene. There is one other point which Mr. Williamson 
just asked me to include: That in the case of berth line or common- 
carrier operations all of those rates are either established by or are 
published rates where you have a uniform and stable rate structure; 
and to that extent this bill would not impose any additional fiscal or 
financial burden at all. 

Then another point he asked me to make, and I also believe this 
is relevant to your problem sir, is that since it is the objective of our 
national policy to get 50 percent of our foreign commerce into pri- 
vately owned American- flag ships, it seems only proper for the Govern- 
ment itself to set the example and the pattern by which half of our 
cargoes which are developed or controllable by our Government and 
which move overseas, at least half of them should go in United States- 
flag ships; because it becomes doubly difficult to enlist the support 
of private shippers who, after all, are businessmen who have to do 
their best for the owners of the business—it becomes doubly difficult 
to get their support if the Government itself were to set the example 
of not following the very policy which it has established in a aoe series 
of early legislative enactments, the very policy which is still in full 
force and effect. 

Mr. Bonner. Do you know of any sale by any country to the 
United States of stockpile materials, or other materials, that the selling 
Government has required the United States to ship 50 percent or more 
in the selling Government’s flag vessels? 

Mr. GREENE. Sir, collectiv ely, we don’t know of a specific case. 

Mr. Bonner. W ell, now, we have been purchasing a lot of stockpile 
material abroad? 

Mr. GREENE. Yes, sir. 

Mr. Bonner. We have been anxious to make those purchases; and 
isn’t that in reverse just what we are doing here? 

Mr. GREENE. Well, I don’t know that there is any aid- 
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Mr. Bonner. We are the seller of a material that we find in surplus, 
and we are anxious to sell; they are the seller of a material they have 
in quantity, and anxious to sell 

Mr. Greene. Except for this: | think they are a lot more anxious 
for the American dollars than we are anxious for the foreign currency. 

Mr. Bonner. | know that 

Mr. Greene. That is going to vary in every case 

Mr. Dewry. May | comment on that? I recall an experience in 
1950 where there were about 7 cargoes from the Argentine of a com- 
modity that was moving in lots of about 4,000 tons—the particular com- 
modity slips my mind for the moment. The American lines were 


extremely anxious to get part of that. It was a stockpile program 
Upon inquiry it was determined that this was an item in which the. 
United States was in very short supply. And the seller was in the 


bargaining position to insist on the choice of carrier; and he did 
exercise a choice of carrier, which was definitely not the United States. 

Mr. Bonner. Well, that was a part of the condition of sale? 

Mr. Dewey. It was definitely a part of the condition of sale 

Mr. Bonner. All right 

Mr. Dries. Mr. Chairman, I wonder if I might right at this point, 
unless someone else has something to say, I’d like to ask Mr. Bonner 
this question; and I ask it because, first, 1 have a great deal of con- 
fidence in his knowledge of this subject; he has been a member of the 
committee for many years; and I think he is thoroughly honest: that 
this amendment that vou suggest that reduces one of the serious 
questions 1n my mind, leaves one remaining question that I want to 
ask you about 

Assuming that the record were to show that more than 50 percent 
is now being moved, and that this bill is not going to make any real 
difference or change the situation now, or as long as the temporary 
act is in effect, and that these departments would advise our committee 
that it is their intention to carry out this policy of 50-50 as adminis- 
tration, without a lot of publicity connected with it, and that they 
intend to do it; now, do you think it is advisable, in the face of that 
sort of a record, and especially in view of the fact that the State 
Department tells us that it is a dangerous thing to do at this time, 
and it might seriously affect some trades that they are trying to make, 
and agreements, and so forth, do you think it would be advisable to 
go ahead and report this bill, or hold the matter up until such time as 
the occasion may arise when it is really necessary? 

Mr. Bonner. Mr. Dies, I appreciate the compliment very much, 
and thank you for the high compliment you have paid me. I am just 
one of the members. I do think, after past experience in what we 
have had to deal with, that it is advisable to have legislation of this 
type permanently. We see our own Government agencies violating 
the intent and purpose of this present administration to help private 
industry. 

We see private American citizens carrying the burden of the reserve 
tanker fleet: and I don’t want to be severe or too critical of the State 
Department. I know their responsibility and the great effort to main- 
tain the standing of our Nation, and to keep harmony among our 
friends in foreign nations; but I think it is like everything else. There 
needs to be a vardstick. There needs to be a governing wheel. 
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| am a great advocate of big corporations, big business, but without 
REA. Why the little fellow out in the country would never have any 
chances at all to get some electricity out there for his wife to run a 
washing machine or milking machine. Those boys are all fine men; 
but they fought REA down to the very ditch Sut every time you 
let up, watch the price go up. They made an effort to get the power 
in my State of North Carolina, to break up the transmission lines 
It was defeated on the floor of the House. Now they are down there 
asking for an increase in rates. They are the kind of things that we 
just must have a governing vardstick to contiol them. T don’t think 
legislation would do any harm 

Mr. Aten. If I may interrupt, I think this is much more suitable 
for an executive session. 

Mr. Dres. May I ask vou this question, Mr. Chairman? How 
can foreign countries retaltate? Let’s assume we pass it. Nine of 
them have already protested. Now, what do they do in the way of 
retaliation? 

Mr. GREENE. Sir, we can’t see that the passage of this bill could 
be a reasonable, legitimate cause for any retaliation. We can’t see 
that this bill—— 

Mr. Dies. Well, assuming that they wanted to arbitrarily—what 
could they do? 

Mr. GREENE. As a sovereign nation, they could prohibit us from 
using their ports or comple ‘tely exclude us from any trade with their 
nation. That is the power of the sovereign nation. 

Mr. Dies. Well, I wouldn’t think of that extreme. They wouldn’t 
go to that extreme, but the point I am making is: Could they hurt us, 
suppose they in turn passed the same sort of a law, 50-50, would we be 
benefited by that? 

Mr. Greene. If they passed the 50-50 law, we’d be perfectly 
happy, because the way it is now every maritime nation is carrying 

far as it possibly can 100 percent of its government-owned and 
government-controlled 

Mr. Dries. Would you accept the amendment proposed by Mr. 
Bonner? Would you advise us that you would accept that amend- 
ment? 

Mr. GREENE. Sir, on that I can’t give you an answer rigbt off the 
cuff. But certainly, we will take 

Mr. Bonner. Understand the amendment is not binding. The 
amendment merely excludes. If the State Department is so in- 
fluential in getting so much trade as possible, they can come in and get 
some of that trade by negotiation. But it excludes that business from 
this 50—50. 

Mr. Greene. Well, we certainly will consider it carefully; and 
I'd like to get the precise language that you have in mind and perhaps 
we can get together 

Mr. Bonner. I am only referring to these surplus commodities that 
we desire to ship abroad in the name of humanity and fellowship to 
our associates and allies abroad. I am not talking about the com- 
mercial deals. 

Mr. Dries. His language is just to exclude. It would be a simple 
provision. 

Mr. Bonner. It excludes agricultural surplus commodities 

Mr. Dies. Sold in exchange for foreign currency? 
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Mr. Bonner. That’s right. 

Mr. Greene. We will certainly take that into consideration. 

Mr. Bonner. The reason we lost that amendment over there is 
that very thing 

Mr. Diss. Well, everybody said if you put it on there it is not 
going to pass the act. That is the argument. I don’t know whether 
it is true or not. 

Mr. Greene. Could I add one more factor, sir? In the light of 
the State Department’s reasons for their opposition to the bill, namely 
fears of unspecified international repercussions and the fear of retalia- 
tion, I would like to state that when that same line of reasoning was 
presented to the Senate a week or so ago, the State Department witness 
was asked: “‘Isn’t it a fact that you have always opposed the 50-50 
provision ever since 1948 when the postwar foreign aid programs 
started?’ And the witness answered “Yes.’’ That is the fact. The 
State Department as an organization has always opposed the 50-50 
principle when it came to a specific clause and specific legislation. 

And, as Mr. Williamson asked me to point out, there has not been 
any retaliation. Certainly, we in the industry, don’t know of any 
retaliation which is traceable to or due to the 50 percent clause. 

Mr. Autuen. Any further questions? If not, thank you very much. 

Mr. Greene. Thank you very much. 

Mr. Auten. Mr. Stuart. Would you identify yourself for the 
record, and make any statements you care to? 


STATEMENT OF JAMES B. STUART, PRESIDENT OF AMERICAN 
TRAMP SHIPOWNERS ASSOCIATION, 1NC. 


Mr. Sruarr. My name is James B. Stuart. I am a shipowner and 
operator. | appear today as president and representative of the 
American Tramp Shipowners Association, Inc. ‘That association has 
as its members s :bstantially all of the owners of American-flag vessels 
engaged in the s»-called tramp trades. 

[ want to submit at this time my recent statement and request that 
it be made a part of the record. I don’t think it is necessary to read it, 
Mr. Chairman 

Mr. Auten. The statement will be included in the record at this 
point, 

(Statement of Mr. Stuart is as follows:) 


STATEMENT OF JAMES B. STUART, PRESIDENT OF AMERICAN TRAMP SHIPOWNERS 
AssociATION, INc., IN Support oF 8. 3233 

Mr. Chairman, my name is James 5 Stuart. Iam a shipowner and operator. 
I appear today as president and representative of the American Tramp Ship- 
owners Association, Inc. That association has as its members substantially all 
of the owners of American-flag vessels engaged in the so-called tramp trades. 

On behalf of the association, I appear to urge the enactment of S. 3233, a bill 
to amend the Merchant Marine Act of 1936 to provide permanent legislation for 
the transportation of a substantial portion of waterborne cargoes in United 
States-flag vessels. The members of our association feel that enactment of legis- 
lation of this type is essential if we are to retain anv tramn-tvpe vessels in opera- 
tion under the American flag While it is oniy a partial cure f rr the ailments 
presently besetting our tramp fleet, we feel that its enactment is necessary if any 
part of this fleet is to continue in active existence 


The tramp ships are the “dry bulk carriers’? described in the pending bill. 
Our vessels are principally engaged in the commercial market in the carriage of 
cargoes such as coal, grain, ore, lumber, and other bulk cargoes, and under 


Lr 
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charter to the Military Sea Transportation Service. There are approximately 
120 to 140 American-filag vessels engaged in the so-called tramp trade, with the 
discrepancy in total number being dependent upon where you place certain Liberty 
ships partially engaged in liner and partially engaged in tramp trades. 

I think it essential to invite the subcommittee’s attention to the fact that a 
major portion of the total export and import tonnage of the United States is of 
the type generally carried by tramp ships. In the years just prior to World War 
II, over one-third of our export and import tonnage was carried in tramp vessels 
At the present time, approximately 57 percent of the total export and import 
dry-cargo tonnage to and from the United States goes in tramp vessels. Prior to 
World War II, we had no tramp fleet. Today, we have a sizable tramp fleet, 
but it is almost entirely in layup while a huge volume of our tramp cargoes is 
being carried in foreign-flag tramp ships. Tramp vessels are also essential for 
our national defense 

As representatives of the Department of the Navy have testified, at other 
hearings, tramp vessels are needed both as a reservoir in times of emergency and 
to provide the flexibility of operation which they make possible in periods of 


limited emergency short of all-out war, such as, the Korean conflict Sut in 
order to prserve a tramp fleet for our wartime needs, steps must be taken by the 
Government to maintain our fleet in operation during times of peace. Unfortu- 


nately, no provision is made in the existing law for a subsidy for tramp-type ves- 
sels. While we have no subsidy aid available, our tramp ships are at the same 
competitive cost disadvantage with competing foreign-flag vessels as are our 
berth-line ships As a result, our tramp ships are completely excluded from the 
world market. Our only hope of survival in times such as today is to have cer- 
tain cargoes restricted to American flag vessels in accordance with the terms of the 
pending legislation. In the absence of subsidy, legislation such as that now be- 
fore the committee is an absolute essential if anv American tramp vessels are to 
continue operations. 

To operate a Liberty-type vessel under the American flag costs approximately 
three times as much as to operate an identical ship in an identical competing 
service under foreign registry. As a result, foreign-flag tramp ships can operate 
at substantial profits under a rate structure which will soon bankrupt American 
ships attempting to compete. I think I can summarize the existing situation by 
stating that present charter rates in the world market are far less than the wage 
bill alone of an American-flag ship. As a result of our cost differential, the Ameri- 
can tramp has been completely frozen out of the world market. We cannot 
obtain any cargoes which foreign-flag tramp vessels are eligible to carry At the 
present time the foreign-flag tramps are operating at substantial profits while over 
three-quarters of the American-flag tramp ships are in layup, and the remaining 
one-quarter are operating at substantial losses. 

Unsubsidized American-flag tramp ships can exist only in a protected market. 
Other American industries which face foreign competition have the protection of 
our tariff system. Some of our liner ships facing foreign competition have sub- 
sidy assistance. The only assistance now available to the tramp fleet is the re- 
striction of certain cargoes to American-flag vessels The pending bill, therefore, 
which is designed to insure some cargo to American ships, is the only basis on 
which a tramp fleet of any size can carry on. 

American-flag tramp ships can be employed in only three types of operations. 
A few of our ships are from time to time chartered by American liner operators 
who occasionally require additional carrying capacity under the American flag. 
Such charters are few in number and are principally for use in domestic trades; 
A major portion of our fleet has, in the past, been employed by the MSTS. Such 
employment has now declined to but a small percentage of prior vears. The 
only other available employment for our ships is to carry cargoes restricted to 
American vessels by the so-called 50-50 provision of our foreign relief and rehab- 
ilitation statutes. 

Unless the 50-50 provisions are continued and broadened by legislation such as 
provided by the present bill, a major part of the business for American-flag tramps 
will immediately be transferred to foreign-flag vessels In my opinion, unless 
the 50-50 provision is made permanent legislation, future shipments on American 
ships will soon end. If the cargoes previously reserved for American ships were 
put in the unrestricted world market, they would be wholly and completely 
diverted into lower cost foreign bottoms. 

In the prior portion of my statement, I have advocated continuation of the 
50-50 clause. The members of our association feel, however, that every effort 
should be made to carry an even greater portion of our Government-sponsored 
cargoes in American ships. We warmly endorse the first proviso clause of this 
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bill, which we interpret to mean that Government-financed cargoes will be 
shipped in greater than 50-percent volume in American ships when such ships 
are available at reasonable rates In our opinion, this is both desirable and 
proper Where o ir Government pavs for these cargoes, we feel that American 
ships should have first opportunity to carry them up to the capacity of our ships 
to do so 
The 50-50 clause of previous foreign relief and rehabilitation statutes has 
i 1 as though it guaranteed to American ships the carriage of one- 


been described g 





half of all Government-financed cargoes Unfortunately, this has been far from 
the truth As I understand the workings of existing egmation, our ships have 
been given 50 percent only of those cargoes shipped under the direction of the 
Foreign Operations Administration and its predecessor organization which have 
originated in the United States. We have been guaranteed by the 50—50 clauses 
of previous statutes only half of the cargoes shipped under these specific FOA 
administered acts. We believe that the provisions of the pending bill are far more 
desirable and more closely meet the needs of the American Merchant Marine in 
that they extend the preference of American ships to at least 50 percent of all 
cargoes directly or indirectly financed by our Government. We feel that the 
50-50 minimum guaranty should, as this bill contemplates, be extended to include 
alf of all Government-sponsored cargoes imported to the United 
States The same rationale that applies to giving half of the Government cargoes 
exported under the relief and rehabilitation statutes would also apply to the car- 
goes imported under our stockpiling and other programs. 

We also believe that, as this bill envisages, the minimum 50 percent American 
preference for American ships should be binding upon all agencies of the Govern- 
ment At the present time, certain Government departments purchase com- 
modities with Government funds on a “delivered to”’ basis. Let us take fertilizer 
for example. The Army pure hases fertilizer for delive ‘ry in Korea, purchasing 
this fertilizer from whomever will offer it as the lowest delivered price. Placing 
bids on a delivered price basis soumprotely prevents any carriage on American 
ships, as any shipper using American ships would, as a result of the higher shipping 
costs, be eliminated from any practical competition with shippers using foreign- 
flag vessels. We feel that avoidance of the 50-50 principle should not be per- 
mitted in situations of this kind. We believe that under the present bill at least 
half of these cargoes so purchased should and would go on American vessels. 
Parenthetically, I might add that this delivered-price basis has not only mitigated 
against American shippers but has reacted unfairly against American producers 
of products such as fertilizer. 

In addi to Government-financed cargoes shipped to or from the United 
States, there is a substantial volume of cargoes which are purchased outside of 
the United States for delivery in other parts of the world In many cases, 
American ships have soug! 





at least one- 








ht this business but have been informed that it is not 
included within the 50-50 provisions. So long as the cargoes are financed by our 
Government, we feel they should be available to American ships on the same basis 
as those originating or being discharged in the United States. We believe that 
this bill should and does cover this provision 

Our foreign-aid programs have been built upon a basis of using the produce of 


American agriculture and industry To a major extent, the moneys advanced 
for these programs have been used to purchase industrial and agricultural prod- 
icts in our country rather than abroad While there has been some offshore 


procurement, certainly more than half of the money spent for foreign aid has been 
paid to American producers. We believe this is only right and proper. We feel, 
however, that the same principle should be applied to American shipping as well 
as to American industry and agriculture. We feel that the purpose of the pending 
bill is in accord with this basic principle. 

Our foreign-aid programs are principally justified on the basis that they 
strengthen our own defense by aiding our allies. Let us keep in mind, however, 
that the ultimate objective is - own defense. It appears to me that it would 
not make good sense for us to build our defenses on one hand and at the same 
time tear them down on the other. Our merchant marine including our tramp 
segment of that merchant marine, is a vital part of our national defense. To 
accomplish the overall objective of our defense program, however, we feel that 
every effort should be made to benefit rather than to handicap that merchant 
marine. Unless a bill such as that presently pending before this committee is 
enacted, the inevitable result will be that foreign merchant marines will be 
assisted but our own will, in large measure, be destroyed. Should this bill be 

nacted, however, the tramp segment of our own merchant marine will be enabled 
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to keep in operation during peacetime so as to be available should national defense 
require. 

This bill is not a cure-all and will by no means, of itself, permit us to retain 
our present size tramp fleet in existence. It is a step in the right direction, 
however, and we respectfully and earnestly urge its enactment at this time. 

Mr. Sruart. Mr. Greene, on behalf of the AMMI, and other 
shipping associations very ably expressed the support of the merchant- 
marine industry of passage of this bill. He very ably refuted many 
of the arguments that have been advanced in opposition to the pas- 
sage of this bill. I don’t think that it is necessary for me at this 
time to belabor the points that were reviewed so much; but I would 
like to briefly state the position of the tramp industry in relation to 
this bill. 

The tramp industry is considered not only by the members of our 
association and the people engaged in that industry as an important 
segment of the merchant marine, but it is so considered by the Defense 
De ‘partinent experts and by anybody that is familiar with shipping in 
the United States. I would like to indicate the significance of the 
tramp vessel in relation to oceanborne bulk dry cargo of the United 
States. And when we consider that 57 percent of that commerce is 
carried on a tramp-type vessel, we can readily see how really impor- 
tant a tramp ship is. 

The sad fact is, however, that of this 57 percent approximately 80 
percent of that is carried on a foreign-flag tramp vessel. Now, the 
American tramp vessel does not participate to such an extent in this 
type of commerce only because of the fact that the cost of operation 
of an American tramp vessel is so out of line in relation to the foreign- 
flag vessel that it just can’t compete in that business. The tramp 
operator does not receive any subsidies or given assistance of any kind 

There are only three sources of business for the tramp; and that is 
the MSTS business, which to date has been one of the important 
factors in keeping the tramp ship in operation; but, at the present 
time, unfortunately, that particular source has contributed nothing 
Then we have some intercoastal business; and that too, today is 
extremely limited. And the foreign-aid cargoes that we were able to 
participate in because of the 50-50 provision and the various aid 
programs that were enacted. 

So we have not got MSTS business today, and there isn’t much 
intercoastal business; and there isn’t too much of this aid cargo for us 
Today, we are in the position where we have practically 100 ships 
laid up. 

When we consider then, that our whole fleet is practically on the 
verge of extinction, and the bill such as 5. 3233 is supposed to pro- 
tect American shipping in some way, it is distressing, it is discon- 
certing, it is most disspiriting to hear some of the objections voiced 
by some of the governmental agencies to the passage and enactment 
of this bill. 

I don’t know whether to attribute it to their tremendous desire or 
enthusiasm to do a particular job for the particular agency. That is 
understandable. But they must keep in mind what the purpose of 
the Merchant Marine Act is; and that is to provide an adequate mer- 
chant marine. And I say that if we are not going to do everything 
within our power to encourage that merchant marine, to protect it 
as much as we can; we are just not going to provide it. Certainly, 
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as far as the tramp industry is concerned, that is going to be extinct 
within a short period of time. They spoke about various aide memo- 
randa from — countries and their opposition to the passage of 
this bill. Of course, we are going to get these memoranda opposing 
the passage of the bill. There is no question about it. These foreign 
countries are very much concerned with their own industries; and 
nothing-ventured-and-nothing-gained; so they say, ‘“‘Let’s object to 
it; who knows, we may succeed.”’ 

jut for us to bite, to accept that argument that they are going to 
retaliate, when, as Mr. Greene pointed out, there is no room for re- 
taliation, I don’t know what they are going to retaliate about. And 
[ say we are going to make a big mistake if we allow them to influence 
this 

As far as the cross-trade prospect was concerned, which was hid by 
FOA, the only difference is that the American tramp can’t participate 
in that type of trade, because it can’t meet the rate. But if you limit 
a portion of that cargo, 50 percent of it to American vessels, then we 
will be right in there competing for that trede, so there is absolutely 
no merit to their contention that it would be difficult to compete with 
the cross trade. Give us the opportunity and we will go into the 
cross trade and crisscross trade and we want the opportunity to do it, 
and we can’t do it so long as we don’t have that subsidy aid or that 
cross-trade cost differential of the foreign nation in relation to an 
American vessel 

Representative Dies made a big point of the fact that to date we 
have been receiving 50 percent of this foreign-aid program and, 
consequently, perhaps there wouldn’t be any advantage to be gained 
by the passage of the bill at this time. We must remember that in 
order to get that 50 percent—and I don’t agree that we get it in all 
aspects of these foreign-aid programs but in order to do that, it has 
to be done through legislation. And I think you gentlemen know 
better than I do the difficulty vou have in putting on this 50-50 
provision every time a program comes up. 

I’d like to read a portion of my statement here, which I think is 
rather pertinent: 


Our foreign-aid programs are principally justified on the basis that they 


strengthen our own defense by aiding our allies. Let us keep in mind, however, 
that the ultimate ojbective is our own defense. It appears to me that it would 
not make good sense for us to build our defenses on one hand and at the same time 
tear them down on the we Our merchant marine, is a vital part of our 
national de tense To acc nplist the ove rall objective of our defense program, 


however, we feel that every reff rt should be made to benefit rather than to handi- 
cap that merchant marine 

We are helping our allies as much as we could. That is the whole 
purpose in our aid programs, and we are doing that because we feel 
that we would like to have strong allies. 

We are doing everything within our power to do that; and yet, if 
we are going to turn around and sabotage—to an extent that is 
sabotaging our own efforts right here at home, when we don’t support 
our merchant marine, we just can’t exist without the legislation that 
is going to give us the protection, the ability to compete, and to stay 
in existence. I can’t emphasize sufficiently the hardship bat the 
tramp operator is fac = with today. You have a ship in layup, and 
just no business for it, and you can’t get the cargoes for it, and I say 
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we face a very, very bleak future as far as the tramp industry is 
concerned. 

Mr. Auten. Mr. Bonner? 

Mr. Bonner. No. 

Mr. Atuen. Mr. Boykin? 

Mr. Boykin. I just agree with him fully. 

Mr. ALLEN. Mr. Stuart, in the bill there is some language in lines 
11, 12, and 13 on page 2, which requires the use of United States-flag 
commercial vessels to the extent that such vessels are available at 
fair and reasonable rates for United States-flag commercial vessels. 
Let us assume a situation in which, for example, a cargo was offered 
in, say, Africa, for movement to Italy—bulk cargo—if there was time 
to take a vessel from the United States in ballast to Africa and then 
move the cargo, would you consider that vessel was available? 

Mr. Sruarr. Well, you have got to read the whole bill, the act, 
and they have to be at reasonable rates. I would say it is available, 
but maybe the rates are not reasonable at that range. It is a question 
of fact. 

Mr. Auuen. It has to be reasonable for the United States-flag 
commercial vessels. 

Mr. Sruart. If you’re going to have such an extensive ballast 
from the United States to Africa to pick up that and to Italy, there 
is no question of doubt that you might find it difficult that vou 
might be out of the market because the price would be prohibitive. 
It would be unreasonable to say that you are going to pay for this 
ballast leg and then pick up the load. It may be well out of line; 
However, there is this possibility though: You know in iain in 
the business where your ship is going to go. And you can more or 
less schedule it; at least it might be. 

And there are times when you could figure a trip ths t would bring it 
closer to Africa, where it would not be a profitable one, but in getting 
it so close to Africa to the particular port, you can then bid on that 
particular cargo at a fair rate. So you can move from Africa to 
Italy. You can make a statement that it is reasonable or unreason- 
able. It depends on 

Mr. Auten. The thing I am getting at is under the language of this 
bill you feel you had a right to your vessel from the United States to 
Africa in order to engage in that cargo movement. I am trying to 
find in the language some provision that would give the Government 
agency a right to say that you would not be 

Mr. Srvarr. I don’t think it would be fair for American operators 
to expect that this act would be interpreted in such a way that would 
put him in a position to demand that his ship be chartered because it 
mav be in the United States available for that particular movement, 
Africa to Italy—to expect that he is going to be hired and chartered to 
ballast over to Africa to pick up his cargo and move to Italy. Offhand, 
I would say that is an unfair situation because you are imposing a 
great financial burden on the cost of transportation. 

Mr. Auten. Thank you, sir. 

Any further questions? 

Thank you very much, Mr. Stuart. 

Mr. Bonner. There is the word ‘geographic area’? on line 15. 
What would be the interpretation? Doesn’t that answer your 
question that you rate it? 
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Mr. Auten. Frankly, I don’t know. 

Mr. Bonner. Well, it pointed out ‘“‘geographic areas.’’ I wonder 
if the intent there was not just the situation you brought up—was 
covered in that language. 

Mr. Auuen. | don’t know 

Mr. White, will you identify yourself for the record and make your 
statement 


STATEMENT OF JOHN C. WHITE, COUNSEL, AMERICAN COTTON 
SHIPPERS ASSOCIATION 


Mr. Wuirre. My name is John C. White. I am counsel for the 
American Shippers Association. This statement is fairly short and 
perhaps, to get our position before this committee, it is well to read ti 
to you 

The American Cotton Shippers Association is a national trade 
association of cotton merchants and exporters. Its six federated 
members are the Atlantic Cotton Association, Atlanta, Ga.; the 
Arkansas Cotton Trade Association, Little Rock, Ark.; the Southe mm 
Cotton Shipper’s Association, Memphis, Tenn.; the Oklahoma State 
Cotton Exchange, Oklahoma City, Okla.; the Texas Cotton Associa- 
tion, Waco, Tex.; and the Western Cotton Shippers Association, Los 
Angeles, Calif. 

The individual members of the American export most of the cotton 
sold to foreign countries, and are interested in adequate and expedi- 
tious service to Europe and the Far East. The association has co- 
operated closely with conferences of shipping lines engaged in the 
carriage of cotton and believes the conferences have served the best 
interests of the cotton exporters and the cotton industry. 

The position of cotton exporters with respect to S. 3233, as amend- 
ed, may be stated as approval of the principle that 50 percent of 
United States cotton exports move on American vessels, but opposi- 
tion to the imposition of mandatory inflexible requirements to that 
effect 

We are pleased to see that the Senate removed from the bill the 
two provisos to which we objected most strongly. Despite our dis- 
agreement with the method, we have thought our steamship lines not 
unreasonable in their efforts to obtain the shipment of 50 percent of 
American cotton exports by American vessels. Indeed we made 
every effort to cooperate with them in every commercial way. 
Actually by excellent service and cooperation they obtain more; 
but any attempt to require exclusive use of American vessels on 
financed shipments is as dangerous, and as certain to provoke retalia- 
tion, as a foreign requirement that only its vessels be used on cotton 
paid for with free dollars 

At that point, I might say, Mr. Chairman, that we did run into one 
case in which the spinners association of a European country issued 
restrictions to its members to require that all shipments of cotton 
paid for in free dollars be on vessels of that country. We immediately 
protested to the spinners and pointed out the disadvantages it meant 
to us and to them, and succeeded in persuading them to abandon 
that requirement. So it is a very easy method, as I can see it, if 
these governments abroad wish to retaliate against anything, they 
can simply arrange that the creditors require that the shipments be 
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on free dollars. Now, of course, I am inclined to agree with Mr 
Greene that that may not be a reasonable fear as a retaliation sut 
it is still a possibility. 

A statutory restriction of the sort proposed here necessarily imposes 
arbitrary methods of doing business. If in an Export-Import Bank 
loan or foreign-currency financing the foreign government assumes 
responsibility for the movement of the cargo, it will prescribe to its 
private buyers the use of specified flag vessels. The American shipper 
then will have to comply, and the use of a particular flag vessel will 
not always be convenient or efficient. Freedom to select and use a 
particular sailing at the time the shipment is ready is valuable to the 
shipper and this legislation will deprive him of it on any Government- 
financed shipments. Both shippers and American ship lines fare 
better if business is conducted in this way. 

American cotton exporters like c. i. f. business. They prefer Amer- 
ican vessels both for service and cooperation. They are convinced 
that the future of American cotton exports like that of the American 
merchant marine is dependent upon the growth and expansion of 
international trade. 

This association has studied and approved the recommendations of 
the Randall Commission on Foreign Economic Policy among which 
is the definite recommendation that the statutory provisions requiring 
use of United States vessels for shipments financed by loans or grants 
of the United States Government be repealed and that support suffi- 
cient to maintain a merchant marine adequate to our national require- 
ments be provided by direct means. Instead this bill seems to be 
intended to expand the requirement which the Commission recom- 
mends be repealed. 

It seems also to put this requirement into effect on the surplus agri- 
cultural commodity foreign currency bill, 5. 2475, passed by the House 
last week, in spite of the fact that the House re jected an amendment 
offered by the chairman which would have authorized use of CCC 
funds to pay freight. Cotton exporters have not thought that the 
foreign-currency bill offered much help for cotton exports, but it must 
be realized that the imposition of even a 50-50 requirement will re- 
quire use of free dollars to pay freight and decreases the prospect for 
any help. Our own view is that cotton exports will gain far more from 
a program to make currency convertible than from acceptance of 
foreign currency as provided in 8S. 2475 and so will the shipping com- 
panies. 

In this mandatory form, too, it will decrease the possibility that 
Export-Import Bank loans can be utilized to increase cotton exports. 

I am not certain that that is a correct statement because I believe 
that the last sentence of this bill maintains the existing rule that 100 
percent of the shipments financed under the loans move on American 
vessels. 

But that has been administered with a good deal of business sense, 
we have thought. It has been a basic use of the Export Bank loans 
for the movement of cotton. In the case of Spain, a loan was delayed 
6 months solely because of this requirement of the use of American 
vessels. The Spaniards were unreasonable, I think, but nevertheless 
it had this effect. 

We are inclined to the belief that a measure which makes the 
American merchant marine a hitchhiker on an agricultural export 
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industry already in difficulty is a questionable policy. If Congress 
approves acceptance of foreign currency for surplus agricultural prod- 
ucts why shouldn’t the Maritime Administration be similarly author- 
ized and given appropriations to permit American-flag vessels to 
accept fore ‘ign currency for freight for account of the U nited States? 

And if other nations favor their ships by statutory cargo prefer- 
ences, manipulations or prohibitions in foreign currencies, reduced 
port, consular, and other documentation charges and other consid- 
erations which discriminate against the United States—and I think 
the Randall Commission reports imply they do—why not meet those 
problems directly and openly, rather than through a requirement 
which interferes with other programs undertaken in the national 
interest? 

One thing I should like to say in connection with the foreign-aid 
appropriations. We have never passed the 50-percent requirement 
there. That doesn’t mean that it is not somewhat of a burden 
because of cotton exports as a whole. The foreign spinner who gets 
cotton financed under foreign aid pays for that cotton in his own 
currency: In Germany, in marks; in Britain in pounds. So far as 
he is concerned, that is his money. He pays in terms of those marks 
and pounds, and if he can buy Mexican cotton instead of American 
he will buy that in spite of the fact that the financing for the American 
cotton is done through this appropriation. 

It has, what I would say is a slight effect in placing the American 
exporter at a disadvantage. But we have felt when a large percentage 
of our exports are being financed this way, it is necessary for the pro- 
tection of the lines carrying American cotton to have a provision of 
the sort that you placed in the foreign-aid acts. And I say we have 
never passed it, and, in fact, think that it might be necessary for their 
protection. 

[ think that is all I need tosay, Mr. Chairman. Weare very hopeful 
the cotton exports will increase next year. That is, without respect 
to the neaien: They are low this year, primarily. Brazil decided 
to sell a 2-year carryover which it had financed at too high a rate. 
E deeotng will be 750,000 bales this year over last year. We anticipate 
they may be amounting to 5 million bales this next year purely on the 
basis of foreign countries’ needs to meet their expected consumption. 

Mr. Atuten. Thank you very much for your statement. 

Mr. Greene, would you comment for me on the meaning of the line 
15 on page 2 of the bill which is about geographic areas? 

Mr. Greene. Sir, that is an exact carryover from section 111 (A) 
2) of the Mutual Security Act of 1951 as amended, and it has hereto- 
fore been interpreted as applying to shipping ranges. In other 
words, as I understand it, the Mediterranean is a geographic area, the 
North European is dealt with as a geographic area, the southeast 
Asia, and similarly, in order that there should be in the administra- 
tion of the program a fair division of major trade areas as between the 
foreign flag and the American flag. Does that cover your point? 

Mr. Auten. In other words, we should have 50 percent use of 
American ships in each area—not 100 percent in one and none in 
the other? 

Mr. Green. Yes, that is true; because that would be obviously 
riving Company A which trades in one area 100 percent, and Company 
3 in another area would get 0 percent. It would seem inequitable. 
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Mr. ALLEN. I was trying to define somewhat the meaning of the 
phrase: “to the extent such vessels are available at fair and reasonable 
rates for United States-flag commercial vessels,’”’ particularly with 
regard to tramp movements in the cross trade. My question being 
whether in this language it would be mandatory for the United States 
agency arranging shipping to use an American ship if it were available 
in this country, taking it in ballast to the foreign country where the 
foreign shipment would originate and paying the rate that would be 
reasonable for the United States vessel for that movement. And, 
while I think it is not intended for the bill to cover such a situation 
so as to make it mandatory, it seems to me that the language has 
that effect. 

Mr. Greens. Well, I think the word “available”? means available 
in relation to the requirements for the cargo movement. If a cargo 
is to move from Rotterdam the first week in May, the fact that there 
may be ships available elsewhere in the world, but not able to move 
that cargo at the time it is committed and scheduled and supposed 
to move, would not render American-flag ships available. On the 
other hand, if there was an American-flag ship in Amsterdam and by 
a 1-day run could be in Rotterdam to pick up the cargo, that, I 
should say would be available. The statute as it now is has a good 
deal of flexibility, it seems to me, for having good commonsense, 
intelligent administration in such manner as best to carry out section 
101 of the Merchant Marine Act. 

Mr. ALuENn. Well, specifically then, you would say the word 
“available” is not to be interpreted to cover all the ships that could be 
available within a time? 

Mr. GreENE. Within time, no. I think there must be a time 
factor if there must be availability anywhere. 

Mr. ALLEN. You would limit “available” to mean available at the 
place or reasonably to the place where the cargo was to be lifted? 

Mr. GREENE. Yes, sir; and in relationship to the time that the cargo 
is scheduled to be lifted. 

Mr. Auten. Any further questions? 

Mr. Bonner. The ship would have to be in that geographic area? 

Mr. Greene. As a practical matter, I believe so, yes. 

Mr. Bonner. That is what I thought that meant. 

Mr. Greene. Then there is the additional flexibility of a fair and 
reasonable rate, because if it were to make a total transocean voyage 
empty—— 

Mr. Bonner. That was the discussion. If a ship would have to go 
in ballast in an oceangoing trip, would it be available? 

Mr. Greene. Well, it might in most cases—it would not be availa- 
ble within either the meaning of this legislation or the basic policy of 
the Merchant Marine Act. 

Mr. Aten. Thank you very much. This will conclude the hearings 
on 8. 3233. The committee will stand adjourned. 

(The following letter was furnished later for insertion.) 

CALIFORNIA STATE FEDERATION OF LABOR, 
San Francisco, July 19, 1954. 
Hon. Atvin F. WEICHEL, 


Chairman, House Committee on Merchant Marine, and Fisheries, 
House Office Building, Washington, D. C. 


Dear CONGRESSMAN WEICHEL: On behalf of the California State Federation of 
Labor, representing more than one and a quarter million AFL men and women in 
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you give favorable consideration to legislation 
would guarantee that 50 percent of all cargoes 
programs be carried on American 


ire now before your committee 3233, which would provide 
d thereby give tremendou etu ie American shipping 


ot only mea »bs to thousands of men and women engaged 
ld go far in rehabilitating our merchant-marine fleet. 
ie views of out State AFL favoring the 50-50 principle as a 
nal policy be made Known to vour committee 
will give our position thoughtful consideration and with 


+} 


C. J. HAGGERTY, 
Secretary- Treasurer: 
Whereupon, at 12 m. Friday, June! 25, 1954, the committee 
adjourned. 





